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December 13, 2017

Melanie Hill, Executive Director

Tennessee Health Services and Development Agency

Andrew Jackson Building, 9™ Floor
502 Deaderick Street
Nashville, TN 37243

RE: CON Application Submittal

Change of Site for CN 1208-040, Campbell Clinic Surgery Center

Germantown, Shelby County

Dear Mrs. Hill:
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This letter transmits an original and two copies of the subject application. The affidavit

and filing fee are enclosed.

The applicant requests consent calen

dar review.

I am the contact person for this project. Brant Phillips is legal counsel. Please advise me

of any additional information you may need. We look forward to working with the

Agency on this project.

Respectfully,

Ao Wl ba—

hn Wellborn
onsultant

4219 Hillsboro Road, Suite 203
Nashville, TN 37215

jwdsg@comcast.net

Tel 615.665.2022
Fax 615.665.2042



CAMPBELL CLINIC
SURGERY CENTER

CERTIFICATE OF NEED APPLICATION
FOR
A CHANGE OF SITE
FOR APPROVED APPLICATION CN1208-040A

MEMPHIS, SHELBY COUNTY

Filed December 2017
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CERTIFICATE OF NEED APPLICATIONZ

L
1Ll
SECTION A: APPLICANT PROFILE =

1. Name of Facility, Agency, or Institution

| Campbell Clinic Surgery Center

Name

Unaddressed site on the south side of Wolf River Boulevard, 525 feet east of its

intersection with Germantown Road. Shelby
Street or Route County

| Germantown TN 38138 |
City State Zip Code

| www.campbellclinic.com

Website Address

2. Contact Person Available for Responses to Questions

| John Wellborn Consultant ]
Name Title

| Development Support Group jwdsg@comcast.net \
Company Name E-Mail Address

| 4219 Hillsboro Road, Suite 210 Nashville N 37215 |
Street or Route City State Zip Code

| CON Consultant 615-665-2022 615-665-2042 |
Association With Owner Phone Number Fax Number

NOTE: Section A is intended to give the applicant an opportunity to describe the project.

Section B addresses how the project relates to the criteria for a Certificate of Need by
addressing: Need, Economic Feasibility, Contribution to the Orderly Development of
Health Care, and Quality Measures. Please answer all questions on 8.5” X 11” white
paper, clearly typed and spaced, single-sided, in order and sequentially numbered. In
answering, please type the question and the response. All questions must be answered.
If an item does not apply, please indicate “N/A” (not applicable). Attach appropriate

documentation as an Appendix at the end of the application and reference the applicable

Item Number on the attachment, i.e., Attachment A.1, A.2, etc. The last page of the

application should be a completed and signed notarized affidavit.



3. EXECUTIVE SUMMARY

A. Overview--Please provide an overview not to exceed three pages in total, explaining each
numbered point.

(1) Description (Address the establishment of a health care institution, initiation of health
services, bed complement changes, and/or how this project relates to any other outstanding
but unimplemented certificates of need held by the applicant.)

The applicant, Campbell Clinic Surgery Center (“CCSC”), is the private practice
ambulatory surgery center of the Campbell Clinic. The Surgery Center is located at 1410
Brierbrook Road in Germantown, Shelby County, on property of the Campbell Clinic, adjacent to
the Clinic’s office building. The facility’s scope is limited to the practice’s orthopaedic and pain
management cases.

In November, 2012, the Campbell Clinic Surgery Center was granted CN1208-040 to
expand from four operating rooms and one procedure room to eight operating rooms and two
procedure rooms. This would increase the size of the CCSC from 12,232 SF to 33,168 SF.

In the year after the CON was granted, the practice’s planning program for its entire
campus (physician offices, diagnostic and ancillary services, and Surgery Center together)
concluded that near- and long-term physician recruitment would require significantly more office
space, at the same time that the surgery center’s capacity and other issues needed to be addressed.

It was determined that (a) a new and larger medical office building should be developed
on the campus, to house both the majority of practice physicians and the Surgery Center, and that
(b) the Surgery Center building should be re-purposed into practice-related office space. A new
MOB and campus plan would require a lengthy zoning and site plan review and approval process
with the City of Germantown, during which time CN1208-040 would have to be delayed and
extended. The HSDA Board has supported the practice in this plan by extending the
implementation deadline of CN1208-040 until this current application could be filed. The MOB
plan has now been approved by the City of Germantown. The plan provides for construction of a
four-story MOB on with an address on Wolf River Boulevard, Germantown, TN 38138, on land
owned by the Campbell Clinic, adjacent to the existing surgery center building.

This change of site CON application requests approval to relocate the CCSC to the fourth
floor of the new MOB, with no change in the surgical rooms already approved by the HSDA in
November 2012: eight (8) operating rooms and two (2) procedure rooms, with two (2) of the 8
OR’s not made operational until needed. Below is a comparison of this project to the CON
granted in 2012,

Table Section A-3A(1): Proposed Changes in Clinical Areas

Type of Space Currently CN1208-040A This Project
Nursing Stations 1 3 4
Pre-Op / Post-Op Recovery Stations 15 37 12/26

Operating Rooms--(Class C)

4 (400 SF ea)

8 (400 SF ea)

8 (544-633 SF)

Procedure Rooms (Class A)

1 (200 SF ea)

2 (200 SF ea)

2 (243 SF ea)

Physician Consulting Rooms

1

2

2

Total Square Feet of Facility (Usable)

12,232 SF

33,168 SF

32,000 SF




The CCSC is open from 5 AM to 7 PM weekdays, and schedules surgical case start times
without interruption from 7 AM to 3 PM. No change in hours of operation is proposed. If
approved in February of CY2018, this project will be completed late in CY2019. Its first full
calendar year of operation will be CY2020.

(2) Ownership Structure

The ASTC licensee and CON applicant is Campbell Clinic Surgery Center, LLC, which
is wholly owned by the Campbell Clinic, P.C.. The Campbell Clinic, P.C. currently is owned by
47 physician shareholders, none of whom owns 5% or more of the professional corporation. The
Clinic P.C. is comprised of 42 orthopaedists and 5 physiatrists.

The Campbell Clinic has been a State, national and international leader in orthopaedics
since 1910. The Clinic established both the Department of Orthopaedic Surgery and the
Orthopaedic Residency program at UT College of Medicine at Memphis, and all Campbell Clinic
surgeons hold faculty appointments in the University of Tennessee-Campbell Clinic Department
of Orthopaedic Surgery and work closely with UT research programs.

(3) Service area

The CCSC is a private practice surgical facility restricted to patients of the Campbell
Clinic, so the two organizations have identical service areas. In 2016, the CCSC served patients
from more than a hundred counties in Tennessee, Mississippi, Arkansas and other States. Its
primary service area consisted of Shelby, Tipton and Fayette Counties in Tennessee; DeSoto
County in adjoining Mississippi; and Crittenden County in adjoining Arkansas. These five
counties together contributed 80.4% of total referrals. No other counties contributed 1.5% or
more of total referrals. This primary service area has remained consistent for years and is not
projected to change in the near future.

(4) Existing similar service providers

In the project’s primary service area, there are twelve ambulatory surgery centers that
report performing orthopaedic and/or pain management cases.
(5) Project cost

The estimated project cost as calculated under CON rules is $21,485,200, which includes
the market value of the leased space. The Surgery Center will lease finished (built-to-suit) surgery
center space in the new MOB.
(6) Funding

The capital cost of implementing both the MOB and the ASC relocation can be fully
financed by loan funding from First Tennessee Bank, as projected in the prior CON application.



(7) Financial feasibility, including when the proposal will realize a positive financial
margin; and

The CCSC currently operates with a positive margin. It is projected to continue to do so
after relocation to the new MOB.

(8) Staffing

In its first year of operation, the CCSC will require the addition of 32 new FTE's, of
which 27 will be clinical, including 22 RN's and 5 surgical technologists.



B. Rationale for Approval

A certificate of need can only be granted when a project is necessary to provide needed
health care in the area to be served, can be economically accomplished and maintained, will
provide health care that meets appropriate quality standards, and will contribute to the
orderly development of adequate and effective health care in the service area. This section
should provide rationale for each criterion using the data and information points provided
in Section B of this application. Please summarize, in one page or less, each of the criteria.

(1) Need

This relocation project will replace a similar, but unimplemented, surgery center
expansion project that received CON approval in 2012. The need for additional surgical room
capacity is still strong, and based on industry experts, is expected to grow at increasing rates over
the next decade and beyond. The proposed surgery center relocation is a significant improvement
over the expansion plan, in terms of the surgery center operation itself, and also in terms of the
Campbell Clinic’s best use of its entire campus. For example:

a. The development of a new campus building (the MOB) to co-locate both the CCSC and the
majority of practice offices will reduce physician travel time between buildings and locations.
Three of the four MOB floors will be dedicated to practice offices and to surgery.

b. The new floor plan is designed such that the pre- and post-operative stations can be “flexed”
depending on patient volumes during the course of the day. For example, in the mornings when
there are more patients arriving than recovering, it will be easier to use more stations for pre-op;
and later in the day if there are relatively more patients recovering, more stations can be staffed
for post-op recovery. In addition, this design provides four private hard-walled rooms for joint
replacement cases needing 5-6 hours recovery time. This will free up other stations for shorter-
recovery patients and avoid bottlenecks in the OR due to lack of a recovery bed when needed.

¢. The new design provides more non-sterile space to minimize staff and patient traffic through
sterile areas. This will ensure that the Surgery Center’s very low cross-infection rates continue to
remain as low as possible.

d. The expansion plan, which focused on adding surgical rooms and PACU stations around the
outside of the current structure, was not able to address several other operational needs of the
CCSC. The original plan would not permit centralization of equipment storage; it would not
provide two separated entrance and exit areas for patients; and it would not provide the capability
for Fellows, residents, visiting faculty, surgeons, students and others to observe real-time surgical
procedures while communicating with the surgical team. The new design does provide those
benefits, with the design of the operating rooms.

e. The Clinic has determined that its originally approved expansion plan for the CCSC would be
too disruptive to the CCSC’s operations because it would require a prolonged phased construction
projection while cases were being performed.

f. The relocation plan will meet the continuing need for the additional surgical rooms approved
in 2012. The CCSC’s four operating rooms are now utilized at 105.6% of available minutes in an
8-hour workday, and at 98.2% of the State Health Plan’s optimal utilization target for operating
rooms. The current procedure room is utilized at 178.7% of the State Plan’s case target, and at
75.1% of the available minutes.



g. The relocation project proposes the same surgical room complements that were approved in
the 2012 CON application, because there is a continued need for them. Future increase in cases
from the Campbell Clinic, and relocation of cases from the Midtown surgery center, will ensure
that the relocated facility’s Year Two operating room utilization in six rooms will be 123.4% of
available minutes in an 8-hour workday, and at 102.8% of the State Health Plan’s optimal
utilization target for operating rooms. The two procedure rooms will be utilized at 205.1% of the
State Health Plan optimal case guideline, and at 58.5% of available minutes. For the latter,
however, this will still be more minutes than are available in just one procedure room.

In Year Six, with eight operating rooms in use, the OR suite will be at 95.5% of the State
Health Plan’s optimal case utilization standard and will use 114.7% of surgical minutes available
in an 8-hour day.

(2) Economic Feasibility

This is an existing surgery center with strong positive cash flow and earnings. Its
relocation to a larger setting with additional surgical capacity will allow it to continue to increase
its caseloads and to strengthen its financial feasibility. The Projected Data Chart of the applicant
documents this.

(3) Appropriate Quality Standards

The CCSC is licensed and is fully accredited. It maintains a strong quality assurance
program and serves as a teaching and training facility for orthopaedic physicians, including
residents, Fellows, and visiting surgeons from across the country. The project will enhance the
ability of the facility to perform that role.

(4) Orderly Development of Adequate and Effective Health Care

The project complies with guidelines set forth in the State Health Plan, for expansion and
relocation of an ambulatory surgical treatment center.

The project received approval of its scope in 2012, as an expansion of the applicant’s
surgery center at its current location. This initial plan has proven to be less desirable than a
relocation into a new building.

This relocation proposal does not change the applicant’s ownership and does not change
its prior approved surgical room capacity.

The current application provides approximately the same total floor space as in the prior
expansion plan.

The current application is not a significant change in location, being on a lot adjoining the
facility’s existing building. The replacement facility will be in a building located less than 100
feet from the existing ASTC, aithough the replacement facility fronts a different street and will
have a different street address.



C. Consent Calendar Justification

If consent calendar is requested, please provide the rationale for an expedited review. A
request for Consent Calendar must be in the form of a written communication to the
Agency’s Executive Director at the time the application is filed.

The applicant is requesting expedited Consent Calendar review. The justification is:

1. The project’s scope of service (private practice ASTC; orthopaedic and pain management
cases only) and its proposed complement of surgical rooms (8 operating rooms; 2 procedure
rooms) are identical to the project approved under CN1208-040A, which this project will replace.
The only changes from the prior approved project are (a) a different street address, (b) a different
proposed floor plan conforming to an entire floor of leased space in a four-floor MOB, and (c) a
different project cost.

2. The change in project street address is not a significant change of location in terms of patient
accessibility or service area. The proposed MOB site adjoins the premises of the existing surgery
center building. On the MOB site, parking will be developed fronting Wolf River Boulevard; the
MOB structure will be at the back of the site within 100 feet of the existing surgery center
building.

3. The ownership of the applicant and the project are unchanged. The applicant Campbell Clinic
Surgery Center, LLC is still 100% owned by the Campbell Clinic, P.C. The Campbell Clinic
owns both the project site, and the existing surgery center building.



SECTION A (CONTINUED): PROJECT DETAILS

4.A. Owner of the Facility, Agency, or Institution

| Campbell Clinic Surgery Center, LLC 901-759-3101
Name Phone Number

| 1400 South Germantown Road Shelby
Street or Route County

| Germantown TN 38138
City State Zip Code

B. Type of Ownership or Control (Check One)

F. Government (State of TN or
A. Sole Proprietorship Political Subdivision)
B. Partnership G. Joint Venture
C. Limited Partnership H. Limited Liability Company X
D. Corporation (For-Profit) [. Other (Specify):
E. Corporation (Not-for-Profit)

Attach a copy of the partnership agreement, or corporate charter and certificate of
corporate existence. Please provide documentation of the active status of the entity from
the TN Secretary of State’s website hpps://tnbear.tn.gov/Ecommerce/FilingSearch.aspx.

See Attachment Section A-4A.

Describe the existing or proposed ownership structure of the applicant, including an
ownership structure organizational chart. Explain the corporate structure and the manner
in which all entities of the ownership structure relate to the applicant. As applicable,
identify the members of the ownership entity and each member’s percentage of ownership,
for those members with 5% ownership (direct or indirect) interest.

The applicant is Campbell Clinic Surgery Center, LLC, which owns the licensed
operation and leases its building from the Campbell Clinic, P.C. All of LLC’s membership
interests are owned by the practice, Campbell Clinic, P.C. The practice is currently owned by 47
physicians, none of whom owns 5% or more of it. The organization chart for these entities is on
the following page.



Campbell Clinic, P.C.

owns 100%

Campbell Clinic Surgery Center, L.L.C

owns 100%

Campbell Clinic Surgery Center Midtown
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5A. Name of Management/Operating Entity (If Applicable)

Not applicable; the applicant surgery center is self-managed.

-

Name
|

Street or Route County
I

City State Zip Code
|

Website Address

For new facilities or existing facilities without a current management agreement, attach a
copy of a draft management agreement that at least includes the anticipated scope of
management services to be provided, the anticipated term of the agreement, and the
anticipated management fee payment methodology and schedule. For facilities with
existing management agreements, attach a copy of the fully executed final contract.

Not applicable.

11



6A. Legal Interest in the Site of the Institution (Check One)

A. Ownership D. Option to Lease X
B. Option to Purchase E. Other (Specify):
C. Lease of Years

Check appropriate line above: For applicants or applicant’s parent company/owner that
currently own the building/land for the project location, attach a copy of the title/deed.
For applicants or applicant’s parent company/owner that currently lease the
building/land for the project location, attach a copy of the fully executed lease agreement.
For projects where the location of the project has not been secured, attach a fully
executed document including Option to Purchase Agreement, Option to Lease Agreement,
or other appropriate documentation. Option to Purchase Agreements must include
anticipated purchase price. Lease/Option to Lease Agreements must include the
actual/anticipated term of the agreement and actual/anticipated lease expense. The legal
interests described herein must be valid on the date of the Agency’s consideration of the
certificate of need application.

See Attachment Section A-6A.

6B. Attach a copy of the site’s plot plan, floor plan, and if applicable, public transportation
route to and from the site, on an 8.5” X 11 sheet of white paper, single-sided. Do not submit
blueprints. Simple line drawings should be submitted and need not be drawn to scale.

(1) Plot Plan must include:
a. Size of site (in acres);
b. Location of structure on the site;
¢. Location of the proposed construction/renovation; and
d. Names of streets, roads, or highways that cross or border the site.

See Attachment Section A-6B-1.

(2) Attach a floor plan drawing for the facility, which includes legible labeling of patient
care rooms (noting private or semi-private), ancillary areas, equipment areas, etc. On an
8.5” X 11” sheet of paper or as many as necessary to illustrate the floor plan.

See Attachment Section A-6B-2.

12




(3) Describe the relationship of the site to public transportation routes, if any, and
to any highway or major road developments in the area. Describe the accessibility of the
proposed site to patients/clients.

The CCSC is located at 1410 Brierbrook Road in Germantown, 600 feet east of
Brierbrook Road's intersection with South Germantown Road. This application is for relocation
of the facility to an adjacent vacant parcel that has not yet been assigned a street address. The site
is on the south side of Wolf River Boulevard, approximately 525 feet east of its intersection with
Germantown Road. The southern boundary of the vacant parcel is the northern boundary of the
parcel currently occupied by the CCSC.

The new project site is approximately 4 miles east of the 1-40 / I-240 loop interstate
corridor circling Memphis, and only 6 minutes' drive (2.1 miles) north of Methodist LeBonheur
Germantown Hospital. This provides good drive time accessibility to patients coming from major
communities of the service area, as illustrated by Table A-6B-(3) below. Most of the listed drive
times are within thirty minutes’ drive; all are within one hour.

Table A-6B-(3): Mileage and Drive Times
Between The Project and Major Communities in the Primary Service Area
County or State Distance Drive Time
1. Memphis (downtown Riverfront) Shelby 19.8 mi. 25 min.
2. Millington Shelby 20.8 mi. 31 min.
3. Bartlett Shelby 11.7 mi. 19 min.
4. Collierville Shelby 10.3 mi. 21 min.
5. Germantown (center) Shelby 1.9 mi. 5 min.
6. Covington Tipton 43.2 mi. 59 min.
7. Somerville Fayette 31.6 mi. 43 min.
8. Hernando DeSoto, MS 34.4 mi. 40 min.
9. Horn Lake DeSoto, MS 26.1 mi. 34 min.
10. Southaven DeSoto, MS 21.6 mi. 27 min.
10. West Memphis Crittenden, AR 28.9 mi. 35 min.
11. Marion Crittenden, AR 30.5 mi. 37 min.

Source: Google Maps, November 2017.
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7. Type of Institution (Check as appropriate—more than 1 may apply)

A. Hospital (Specify): H. Nursing Home
B. Ambulatory Surgical Treatment I. Outpatient Diagnostic Center
Center (ASTC) Multi-Specialty X
C. ASTC, Single Specialty J. Rehabilitation Facility
D. Home Health Agency K. Residential Hospice
E. Hospice L. Non-Residential Substitution-
Based Treatment Center for
Opiate Addiction
F. Mental Health Hospital M. Other (Specify):
G. Intellectual Disability
Institutional Habilitation Facility
ICFF/IID

8. Purpose of Review (Check as appropriate—more than 1 may apply)

A. New Institution F. Change in Bed Complement
Please note the type of change by
underlining the appropriate response.
Increase, Decrease, Designation,
Distribution, Conversion, Relocation

B. Modifying an ASTC with G. Satellite Emergency Department
limitation still required per CON

C. Addition of MRI Unit H. Change of Location X
D. Pediatric MRI I. Other (Specify):

E. Initiation of Health Care Service
as defined in TCA Sec 68-11-1607(4)

(Specify)

9. Medicaid/TennCare, Medicare Participation

MCO Contracts (Check all that apply:

__x__Amerigroup __x United Healthcare Community Plan __ x_ BlueCare
x__TennCare Select

Medicare Provider Number: 3288698

Medicaid Provider Number: 1511834

Certification Type: Ambulatory Surgical Treatment Center

If a new facility, will certification be sought for Medicare or for Medicaid/TennCare?

Medicare Yes No N/A

Medicaid/TennCare  Yes No N/A

14




10. Bed Complement Data

Not Applicable.

A. Please indicate current and proposed distribution and certification of facility beds.)

Beds
Currently
Licensed

Beds
Staffed

Beds
Proposed

*Beds
Approved

**Beds
Exempt

TOTAL
Beds at
Completion

Medical

Surgical

ICU/CCU

Obstetrical

NICU

Pediatric

Adult Psychiatric

bl Il Bl gl Pl el A

Geriatric Psychiatric

9. Child/Adolescent
Psychiatric

10. Rehabilitation

11. Adult Chemical
Dependency

12. Child/Adolescent
Chemical Dependency

13. Long-Term Care
Hospital

14. Swing Beds

15. Nursing Home SNF
(Medicare Only)

16. Nursing Home NF
(Medicaid Only)

17. Nursing Home
SNF/NF (dually
certified MCare/Maid)

18. Nursing Home-
Licensed (Noncertified)

19. ICF/IID

20. Residential Hospice

TOTAL

* Beds approved but not yet in service

15

** Beds exempted under 10%/3 yrs provision




B. Describe the reasons for change in bed allocations and describe the impact the
bed changes will have on the applicant facility’s existing services.

Not applicable.

C. Please identify all the applicant’s outstanding Certificate of Need projects that
have a licensed bed change component. If applicable, complete the chart below.

Not applicable.

11. Home Health Care Organizations — Home Health Agency, Hospice Agency
(excluding Residential Hospice), identify the following by checking all that apply:

Not applicable.
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13. MRI, PET, and/or LINEAR ACCELERATOR

Describe the acquisition of any Magnetic Resonance Imaging (MRI) scanner that is
adding an MRI scanner in counties with population less than 250,000, or is initiating
pediatric MRI in counties with population greater than 250,000, and/or describe the
acquisition of any Positron Emission Tomography (PET) unit or Linear Accelerator unit if
initiating the service by responding to the following:

A. Complete the Chart below for acquired equipment.

Not applicable.
LINEAR ACCELERATOR
Mev: Total Cost*: $
Types: (indicate one) By Purchase?
SRS By Lease?
IMRT
IGRT Expected Useful Life (yrs):
Other : New?
Refurbished?
If not new, how old (Yrs)?
MRI
Tesla: Total Cost*: §
Magnet: (indicate one) By Purchase?
Breast By Lease?
Extremity?
Open? Expected Useful Life (yrs):
Short Bore? New?
Other -- Refurbished?
If not new, how old (Yrs)?
PET
PET Only? Total Cost*: $
By Purchase?
PET/CT? By Lease?
PET/MRI? Expected Useful Life (yrs):
New?
Refurbished?
If not new, how old (Yrs)?

*4s defined by Agency Rule 0720-9-.01(13)

18




B. In the case of equipment purchase, include a quote and/or proposal from an equipment
vendor. In the case of equipment lease, provide a draft lease or contract that at least
includes the term of the lease and the anticipated lease payments along with the fair market
value of the equipment.

Not applicable. No major medical equipment is included in the project.

C. Compare the lease cost of the equipment to its fair market value. Note: Per Agency
rule, the higher cost must be identified in the project cost chart.

Not applicable.

D. Schedule of Operations:

Not applicable.

Location Days of Operation (Sun-Sat) Hours of Operation

Fixed Site (Applicant)

Mobile Locations

Applicant

Name of other location

Name of other location

E. Identify the clinical applications to be provided, that apply to the project.

Not applicable.

F. If the equipment has been approved by the FDA within the past five years, provide
documentation of the same.

Not applicable.
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SECTION B: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with T.C.A. § 68-11-1609(b), “no Certificate of Need shall be granted unless the
action proposed in the application for such Certificate is necessary to provide needed health care
in the area to be served, can be economically accomplished and maintained, will provide health
care that meets appropriate quality standards, and will contribute to the orderly development of
health care.” Further standards for guidance are provided in the State Health Plan developed
pursuant to T.C.A. § 68-11-1625.

The following questions are listed according to the four criteria: (1) Need, (2) Economic
Feasibility, (3) Applicable Quality Standards, and (4) Contribution to the Orderly Development of
Health Care. Please respond to each question and provide underlying assumptions, data sources,
and methodologies when appropriate. Please type each question and its response on an 8 1/2" x
117 white paper, single-sided. All exhibits and tables must be attached to the end of the
application in correct sequence identifying the question(s) to which they refer, unless specified
otherwise. If a question does not apply to your project, indicate “Not Applicable (NA).”

APPLICANT’S ANALYSIS OF THE NEED FOR THE PROJECT

There are two aspects to the need for this project. The first is the need to relocate the
facility, rather than to expand its current building, as originally approved in CN2012-040. The
second is the continuing need for the addition of the surgical room capacity that was approved in
that prior unimplemented expansion CON.

A. The Need to Relocate

In November, 2012, The CCSC was granted CN1208-040 to expand its surgical room
complements and associated support space at its current building.

In the year after the CON was granted, the Campbell Clinic--the physician practice that
owns the Surgery Center-- made several determinations.

First--based on a comprehensive strategic planning process, one component of which
focused on short-term and long-term industry trends and physician manpower--the Clinic
determined that its projected increase in physician staff will require significant additional
practice-related office space on its campus in the near future. It was determined that this can be
best accomplished by developing a large new medical office building (“MOB”) on its campus,
where the majority of current and newly recruited practice physicians can be located. It was also
recognized that if the CCSC can be moved to into that MOB, it will provide multiple advantages
and efficiencies--and will free up the existing CCSC building for some additional practice offices
and/or support staff.

Second, alternative architectural planning for the CCSC indicated that the expansion
project approved in 2012 could not address some of its operational needs--but that a completely
new design in the MOB will address those needs. Equipment storage will be centralized and
enlarged. Observation capability (windows into the OR from non-sterile viewing rooms with
communication to the OR) will be added to the OR suites to enhance the Clinic’s education and
training programs. Non-sterile space for staff and patient traffic will be provided to reduce cross-
infection risk for the patients. Patients will have separate entrance and exit areas. Patient
interviewing stations will give patients more privacy for discussing financial and medical matters.
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Third, the practice concluded that the expansion plan would require some service
interruptions at the CCSC during an extended phased construction program. This condition
would be detrimental to the mission of the practice and to financial performance of the CCSC.

Fourth, this replacement proposal is needed for the practice to best utilize its entire 15-
acre campus, maximizing its medical facilities and associated parking. If the existing CCSC
building were to be expanded in accordance with the initial CON CN1208-040A, this would have
utilized valuable land as part of the (expanded) building footprint, and in so doing, limited the
buildable square footage on the entire campus, due to the impact of City of Germantown
requirements for lot coverage, green space, setbacks, and parking ratios. The relocation option
permits the entire campus to maximize buildable square footage and parking, while also
providing optimized shared parking and through traffic across all three parcels.

The renovation/expansion plan called for an additional building footprint of
approximately 21,000 sf, and would require a minimum of 86,000 SF (~ 2 acres) of land, after
taking into account lot coverage ratios, pervious (green space) requirements, building setbacks,
sidewalks, parking and equipment. With available land on the Campbell Clinic campus a limited
and valuable asset, and with the long term growth trends, both retrospective and prospective, for
the clinic’s medical office, ancillary services, and ambulatory surgery center facilities, the
relocation alternative for the CCSC provides the optimal and maximal use of all resources over
the long term. Expanding a single story facility, as initially proposed in CN 1208-040, over the
longer term, is a sub-optimal use of property, and as such, limits the overall growth potential for
the clinic in this location.

During the course of the evaluation of alternatives, the practice also considered other sites
both within and outside Germantown, but concluded that constructing a new MOB and ASTC, in
the same building and on the existing campus, was the most beneficial and cost effective solution
to its strategic initiatives.

These and other determinations led the practice to request HSDA extensions of CN1208-
040, pending successful completion of zoning and other processes with the City of Germantown
to ensure that a new MOB would be allowed on Clinic land. The MOB plan has now been
approved by the City of Germantown, allowing the filing of this relocation CON application.

B. The Continuing Need for the Additional Surgical Rooms at Germantown

In 2012, the CCSC was in great need of additional surgical rooms. Its four operating
rooms and single procedure room were heavily overscheduled. Extended hours were needed to
meet patient needs. There was a 3-week waiting time for some types of cases. Cases performed
in the surgical rooms far exceeded the norms established in the State Health Plan. With the
physician practice planning to continue recruitment of orthopaedists and physiatrists, it was
proposed to double surgical room capacity; and the HSDA Board agreed. That project was
unopposed by any other provider.

In order to cope with insufficient surgical room capacity while the MOB project was
moving through local zoning processes, in 2014 the applicant purchased a second, four-OR
surgery center in the Midtown area of Memphis, and shifted many cases to the Midtown location.
The Midtown facility will remain a resource for the CCSC in future years; but it will be
preferable to concentrate most cases at Germantown once more capacity is available there.
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Increases in total practice cases and a focus on performing them at Germantown ensure a
continuing need for a total of eight operating rooms and two procedure rooms at Germantown.

The following page shows current and projected utilization at Germantown, in terms of
surgical minutes available in an 8-hour workday, and in terms of the State Health Plan’s case
targets for optimal 70% utilization of surgical rooms. Currently, even with Midtown absorbing
many cases, the Germantown operating rooms are at 98% of optimal case utilization and its
procedure room is at 178.7% of the optimal standard. In terms of available minutes, the operating
rooms are at 105% of an 8-hour day.

In Years Two and Six, with additional capacity and more complex cases being phased in,
Germantown will be at 95.5% to 102.8% of the case target for operating rooms. Its operating
rooms will be utilized at 114.7% to 123.4% of available minutes in an 8-hour workday. The
procedure rooms will be at 139.2%-162.9% of the State Health Plan target for optimal cases per
room, and will require more minutes than are available in just one procedure room.
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QUESTIONS
NEED

1. Provide a response to each criterion and standard in Certificate of Need categories in the
State Health Plan that are applicable to the proposed project. Criteria and standards can
be obtained from the THSDA or found on the agency’s website at
http://tjn.gov/hsda/article/hsda-criteria-and-standards.

STATE HEALTH PLAN
CERTIFICATE OF NEED STANDARDS AND CRITERIA

Project-Specific Review Criteria: Construction, Renovation, Expansion, and Replacement
of Health Care Institutions

1. Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

Not applicable. This application is for a replacement of a prior approved Certificate of
Need with no change in scope of services, no beds, and no major medical equipment.

2. For relocation or replacement of an existing licensed healthcare institution:
a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

This project is for a surgery center whose renovation to double its operating and
procedure room complements was approved in 2012 by CN1208-040. The actual capital cost of
that work (excluding lease paymets) was estimated at approximately $12,700,000. This
application proposes to replace that unimplemented project with a replacement facility in leased
space. The actual capital cost to implement this project, consisting of (a) the lessor’s cost of
shelling-in and finishing “turnkey” the project’s leased space and (b) the applicant’s CON and
equipment costs, is estimated at $18,877,698 (excluding lease payments). This is more costly,
based in part on the following new project factors:

» A significant component of the cost increase simply reflects the annual inflation of construction
costs since 2012. It also should be noted that the replacement plan does not call for a larger
facility footprint, or more surgical room complements, than in the renovation plan.

» With the CCSC relocated, its parent, the Campbell Clinic, will have an existing building that it
can renovate into additional needed physician offices and/or support space, at much lower cost
than new construction. This will largely offset the difference in cost of the renovation and
replacement alternatives.

« Savings will also occur because the relocation approach will avoid service interruptions and
workflow impediments that would have occurred in an extended renovation project. A simple
relocation avoids adverse impacts on employee productivity and on the number of cases that
could be performed in the midst of a large construction project. Direct and indirect loss of net
revenues from these effects would be detrimental to the overall/combined entity.
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» There are significant advantages that the replacement alternative will provide, that were not
provided in the expansion plan and for which no costs were projected at that time. These are
discussed in detail in the preceding summaries of Need for the Project. They include:

--efficient co-location of most medical staff and the CCSC facility

--provision of OR observation areas to enhance the practice’s training mission
--maximizing value in the use of total campus space for the Campbell Clinic
--increased separation of non-sterile traffic and sterile OR space

--flexible use of pre- and post-operative stations responsive to patient needs
--equipment storage centralization

--separation of entering and departing patients

b. The applicant should demonstrate that there is an acceptable existing or
projected future demand for the proposed project.

This relocation project will replace a similar, but unimplemented, surgery center
expansion project that was approved in 2012.

There is a continuing need for the originally approved addition of surgical capacity.
Today the CCSC has 4 operating rooms and 1 procedure room. The operating rooms are utilized
at 105.6% of available minutes in an 8-hour workday, and at 98.2% of the State Health Plan’s
optimal utilization target for operating rooms. The single procedure room is utilized at 178.7% of
the State Plan’s case target, and at 75.1% of available minutes.

At the new location, there will be double the surgical room capacity, as was approved in
the 2012 CON application. Continued increase in cases from the Campbell Clinic, and moving
back cases from the Midtown Surgery Center, will ensure that the relocated facility’s Year Two
OR utilization in six rooms will be 123.4% of available minutes in an 8-hour workday, and at
102.8% of the State Health Plan’s optimal utilization target for operating rooms. The two
procedure rooms will be utilized at 139.2% of the State Health Plan optimal case guideline, and at
58.5% of available minutes. For the latter, however, this will still be more minutes than are
available in just one procedure room.

In Year Six, with eight operating rooms in use, the OR suite will be at 95.5% of the State
Health Plan’s optimal case utilization standard and will use 114.7% of surgical minutes available
in an 8-hour day. The two procedure rooms will be at 162.9% of the State Plan target and at
68.4% of available minutes.

3. For renovation or expansion of an existing licensed healthcare institution:

a. The applicant should demonstrate that there is an acceptable existing demand for
the proposed project.

b. The applicant should demonstrate that the existing physical plant’s condition
warrants major renovation or expansion.

Not applicable. This project is for a relocation, not an expansion, of an existing facility.

(END OF PROJECT-SPECIFIC STATE GUIDELINES)
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2. Describe the relationship of this project to the applicant facility’s long-range
development plans, if any, and how it relates to previously approved projects of the
applicant.

The Campbell Clinic and its CSSC have long planned to expand to accommodate
increases in medical staff and surgery cases when needed. It was for that purpose that several
adjoining parcels of land were acquired over 25 years ago. However, since the CCSC expansion
under CN1208-040A was approved, the physician practice has identified many advantages to
relocating the CCSC on campus, rather than expanding it. Those considerations have been
discussed in detail in three preceding sections of this application.

This new CON application to move the Clinic’s surgery center into a new medical office
building on land already owned by the physician practice is not a change in the applicant surgery
center’s long-range plan for adding surgical capacity; it is simply a change in location for
additional capacity already approved. The relocation will be only approximately 100 feet away,
on an adjoining parcel of Clinic property with a different street frontage and street address (when
assigned).

3. Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map for the Tennessee portion of the service area, using the map on
the following page, clearly marked to reflect the service area as it relates to meeting the
requirements for CON criteria and standards that may apply to the project. Please include
a discussion of the inclusion of counties in the bordering states, if applicable.

The project's primary service area consists of Shelby, Tipton and Fayette Counties in
Tennessee, DeSoto County in Mississippi, and Crittenden County in Arkansas. These are five of
the more than one hundred U.S. counties from which CCSC patients come each year. They
constituted 80.4% of all cases referred in CY 2016. No other county contributed as much as 1.5%
of the CCSC's total referrals. The applicant has no reason to project a change in its current
service area. Table B-Need-2 below projects patient origin by county for this project's first two
years, based on CY2011 experience. A service area map and a map showing the location of the
service within the State of Tennessee are provided as Attachments C, Need--3 at the back of the
application.

Table B-Need-2: Projected Patient Origin
Campbell Clinic Surgery Center--Germantown
Current Year One (2020) Year Two (2021)

County Percent of Total Cases Cases
Shelby (TN) 62.7% 6,356 6,675
DeSoto (MS) 6.3% 640 672
Tipton (TN) 5.6% 568 596
Fayette (TN) 4.3% 441 463
Crittenden (AR) 1.5% 154 162
Subtotal PSA 80.4% 8,159 8,568
Other Co. <1.5% 19.6% 1,983 1.993
Total All Counties 100.0% 10,142 10,651

Source: Practice records and Table B-Need-5.
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3. (Continued) Please complete the following tables, if applicable:

Historical Utilization by

Service Area Counties County Residents % of Total Procedures
Shelby (TN) 62.7% 62.7%
DeSoto (MS) 6.3% 6.3%
Tipton (TN) 5.6% 5.6%
Fayette (TN) 4.3% 4.3%
Crittenden (AR) 1.5% 1.5%
Subtotal PSA 80.4% 80.4%
Other Co. <1.5% 19.6% 19.6%
Totals | 100.0% 100.0%

Projected Utilization by

Service Area Counties County Residents % of Total Procedures
Shelby (TN) 62.7% 62.7%
DeSoto (MS) 6.3% 6.3%
Tipton (TN) 5.6% 5.6%
Fayette (TN) 4.3% 4.3%
Crittenden (AR) 1.5% 1.5%
Subtotal PSA 80.4% 80.4%
Other Co. <1.5% 19.6% 19.6%
Shelby (TN) 100.0% 100.0%
Totals | 62.7% 62.7%
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4A(1). Describe the demographics of the population to be served by the proposal.

Please see Table B-Need-4A(2) on the following page.

* The primary service area population is projected to increase by 3.6% over the next four years,
slightly faster than the 3.2% Statewide projection. The adult population will increase 3.6% in
both the primary service area and Statewide.

+ The primary service area sge is slightly lower than the State average; their median ages are
respectively 37.2 and 38.4 years of age.

« The primary service area’s household income averages much higher than the Statewide
average, at $51,594 vs. $45,219 Statewide.

« The primary service area’s percentage of persons living in poverty is less than 1% different
from the State percentage--16.7% vs. 17.6% respectively.

« The primary service area’s percentage of TennCare enrollees is 20.5% compared to the State’s
21%.

A(2). Using current and projected population data from the Department of Health, the
most recent enrollee data from the Bureau of TennCare, and demographic information
from the U.S. Census Bureau, complete the following table and include data for each county
in your proposed service area.

Projected Population Data:

http://www.tn.gov/health/article/statistics-population

TennCare Enrollment Data:

http://www.tn.gov/tenncare/topic/enrollment-data

Census Bureau Fact Finder:

http://factfinder.census.gov/faces/nav/jsf/pages/index.xhtml

Please see Table B-Need-4A(2) on the following page.
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B. Describe the special needs of the service area population, including health disparities,
the accessibility to consumers, particularly the elderly, women, racial and ethnic minorities,
and low-income groups. Document how the business plans of the facility will take into
consideration the special needs of the service area population.

CCSC is accessible to low-income TennCare enrollees and to the elderly. CY2016
records showed a payor mix of 10.8% TennCare and 14.8% Medicare (combined 25.6%). By
comparison, The prior approved CON application showed a 2012 (Q1-Q2) payor mix of 8.5%
TennCare and 16.6% Medicare (25.1% combined).

The Surgery Center does not discriminate in its admissions on the basis of age, gender,
race, ethnicity, or religion.
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5. Describe the existing and approved but unimplemented services of similar healthcare
providers in the service area. Inciude utilization and/or occupancy trends for each of the
most recent three years of data available for this type of project. List each provider and its
utilization and/or occupancy individually. Inpatient bed projects must provide the
following data: admissions or discharges, patient days, average length of stay, and
occupancy. Other projects should use the appropriate measures, e.g., cases, procedures,
visits, admissions, etc. This does not apply to projects that are solely relocating a service.

In the project’s primary service area, there are twelve ambulatory surgical treatment
centers that perform orthopaedic and/or pain management cases. They are all in Shelby County.
Table B-Need-5 on the two following two pages provides their past three years of utilization as
reported in FYE 2014-FYE 2016 Joint Annual Reports. Below is a summary of utilization trends
shown in that table,

Summary of Data from Table B-Need-5
Utilization of Similar Facilities in the Primary Service Area of the Project

FYE FYE FYE Change
2014 | 2015 | 2016 | in2 Yrs

Operating Rooms 44 44 44 0

Cases Per Operating Room 741 844 778 +5.0%

% of State Health Plan Optimal Target (884 Cases/Yr) 83.8% | 95.5% | 88.0% +4.2%

Procedure Rooms 13 13 13 0

Cases Per Procedure Room 1,059 1,236 1,435 +35.5%

% of State Health Plan Optimal Target (1,867 Cases/Yr) | 56.7% | 66.2% | 76.9% +20.2%

Total Cases Performed 46,378 | 53,210 | 52,886 +14.0%
Orthopaedic and Pain Management Cases Performed 26,762 | 32,386 | 34,008 +27.1%
Orthopaedic /Pain Mgt Cases as % of Total Cases 57.7% | 60.9% | 64.3% +6.6%

Over the past two reporting years, although operating room and procedure room
utilization are not yet at the optimal level set forth in the State Health Plan, utilization of OR’s
and procedure rooms in those facilities increased significantly. Total cases in the facilities
increased by 14.0%. Cases per OR increased 5.0% and cases per procedure room increased
35.5%. Significantly for this application, over the past two years orthopaedic and pain
management cases increased at 27.1%--almost twice the rate of total cases. And last year,
orthopaedic and pain management cases reached almost two-thirds of total surgical cases of this
group. Today, more and more procedures (total joint arthroplasty, spinal procedures) are being
performed in an ASTC setting, and are contracted procedures for a majority of commercial
insurance carriers and the Campbell Clinic Surgery Center.

It should be added that many of the facilities in this group perform cases in more
specialties than just orthopaedics or pain management. However, the Campbell Clinic’s two
ambulatory surgery centers are the only ones in the service area that perform both orthopaedic
and pain management cases exclusively.
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6. Provide applicable utilization and/or occupancy statistics for your institution for each of
the past three years and the projected annual utilization for each of the two years following
completion of the project. Additionally, provide the details regarding the methodology used
to project utilization. The methodology must include detailed calculations or
documentation from referral sources, and identification of all assumptions.

CN1208-040 was approved in CY2012 to expand to double CCSC’s complement of
operating and procedure rooms by CY2014. However, by CY2013 the physician practice
determined to develop additional clinic space for additional physicians it planned to recruit. The
decision was made to move the CCSC into a new building on adjoining land owned by the
physician practice, freeing up the CCSC’s existing building for conversion to practice-related
offices. That would require obtaining a replacement CON and a long wait for Germantown
planning and zoning approvals.

To provide much-needed additional surgical capacity in the interim, the Campbell Clinic
purchased the Midtown Surgery Center in Memphis from Midtown Surgery Center, LP and
Baptist Memorial Hospital. Midtown was, and is, a separately licensed facility with four
operating rooms and no procedure rooms. While it is not a part of this application, its utilization
dis factored in, in order to clarify this application’s projected utilization of the CCSC at its new
address.

The Midtown facility began operation under CCSC ownership in April 2014. Since then,
cases that could not be accommodated at the Germantown facility, and cases for patients who
could access the Midtown location more conveniently, have been scheduled at Midtown rather
than Germantown.

Table B-Need-6 (a) on the following page shows CCSC’s historical caseloads at both of
its surgery centers from CY2013 through annualized CY2017. Table B-Need 6(b) on the second
following page projects utilization of both centers through CY 2025 (Year Six of this project).
The data is on a calendar year basis, not the fiscal year basis used in ASTC Joint Annual Reports.
Projections are based on the following assumptions.

1. When the new Germantown MOB opens, more than half of Midtown’s orthopaedic cases, and
all of its pain management cases, will be moved to the new facility. An estimated 85% of the
CCSC’s orthopaedic cases will then be performed in Germantown.

2. With recent and near-term additions to the Campbell Clinic physician staff, the orthopaedic
cases at the combined facilities are projected to increase 4% per year from now until the new
Germantown facility opens with additional surgical rooms. After the larger replacement facility
opens, total orthopaedic cases at both facilities are projected to increase 6% per year from Years
One through Five and 4% per year thereafter. These increased growth rates are a proximal result
of adding additional orthopaedic surgeons at the Campbell Clinic, in order to meet increasing
demand.

3. Total pain management cases, wherever located, are projected to increase 4% annually after
CY2017.

4. On January 1, 2018 the physician practice will have 42 orthopaedic surgeons and 5 physiatrists.

Within three more years, it will have 48 orthopaedic surgeons and 6 physiatrists--an increase of
approximately 15%--with a concurrent impact on referrals to CCSC.
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Moreover, CMS is expected to allow Medicare patients to have total knee arthroscopy in
the ASC setting in CY2018, and total hip replacement in ASC’s in CY2020. Campbell Clinic
and Campbell Surgery Center currently have in place a number of commercial insurance
contracts for total joint arthroplasty and certain spine surgical procedures in the ATSC setting at
CCSC. The volume of these procedures over the past several years has increased significantly,
and as more physicians and eligible patients elect to perform/have these procedures in the ATSC,
and more insurance carriers transition contracts to this setting, the values are expected to continue
with strong growth. Please see the materials in the “Miscellaneous” attachment to the application,
for published forecasts of the extremely rapid increases projected for joint replacement projects--
which have already begun to migrate from hospitals to surgery center settings. These factors
support the Clinic’s projections of continuing increases in surgeries at its Germantown facility, in
the years ahead.

Although Campbell Clinic Surgery Center Midtown is not part of this application, it
should be noted that it will continue to operate with a positive cash flow, after the projected
volumes of its orthopedic and pain management caseloads have been transitioned to the expanded
CCSC in 2021.
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Table B-Need-6(a) Historic Utilization of Cambell Clinic Surgery Centers

2015-2017
Annualized
Campbell Clinic Surgery Centers (CCSC) [ CY 2015 | CY 2016 CY 2017
CCSC Germantown

Orthopedic Cases (All in O.R.) 3,658 3,611 3,473
Operating Rooms 4 4 4
Cases Per Operating Room 915 903 868
% of SHP Target--884 Cases Per Room 103.5% 102.1% 98.2%
Pain Management Cases (All in Proc. Rm) 3,390 3,256 3,336
Procedure Rooms 1 1 1
Cases Per Procedure Room 3,390 3,256 3,336
% of SHP Target--1,867 Cases Per Room 383.5% 368.3% 377.4%

CCSC Midtown (No Procedure Rooms)
Orthopedic and Pain Management Cases 1,965 2,999 2,913
Operating Rooms 4 4 4
Cases Per Operating Room 491 750 728
% of SHP Targ_;gt--884 Cases Per Room 55.6% 84.8% 82.4%

Source: Facility Records
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ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following
page. Justify the cost of the project.

A. Al projects should have a project cost of at least $15,000 (the minimum CON
Filing Fee), (See application instructions for Filing Fee.)

B. The cost of any lease, The cost of any lease (building, land, and/or equipment)
should be based on fair market value or the total amount of the lease payments over the
initial term of the lease, whichever is greater. Note: This applies to all equipment leases
including by procedure or “per click” arrangements. The methodology used to determine
the total lease cost for a ""per click arrangement must include, at a minimum, the projected
procedures, the 'per click" rate and the term of the lease.

C. The cost for fixed and moveable equipment includes, but is not necessarily
limited to, maintenance agreements covering the expected useful life of the equipment;
federal, state, and local taxes and other government assessments; and installation charges,
excluding capital expenditures for physical plant renovation or in-wall shielding, which
should be included under construction costs or incorporated in a facility lease.

Campbell Clinic, P.C. (“Clinic”) is the parent company of the CON applicant Campbeli
Clinic Surgery Center, LLC “CCSC”).

Campbell Clinic plans to develop and own the MOB where the CCSC will be re-located.
On adjoining land currently owned by the Campbell Clinic, the Clinic will develop the MOB to
finished stage for approximately 90,000 SF of the entire 120,000 +/- SF building, one floor
(30,000 SF) of which will be fully finished as “turnkey”, excluding equipment, to be leased to the
CCSC. A 2,000 SF mechanical area of the ground floor will also be finished for lease to the
CCSC. The Clinic’s development costs for this construction will be funded by a 100% loan from
First Tennessee Bank. The CCSC will fund its CON process and its equipment costs with a
separate 100% loan from First Tennessee Bank, and then will lease, equip, license, and operate
the finished 32,000 SF of space as its new facility.

The Project Cost Chart for the applicant is provided on the next page. Sections A and E
show the capital costs borne by the applicant--i.e., only CON-related and equipment costs. This
Project Cost Chart does not include the capital costs associated with the development of finished
Surgery Center space. CCSC will lease its new space, those lease outlays will exceed the
development cost of the leased space, and the lease outlay entered in Section B must be used as
the value of the leased space, in accordance with HSDA rules.

» Line A.2 shows estimated legal and consulting fees that may be incurred in preparing for this
project and throughout the CON process.

* Line A.6 is a 10% construction contingency.
+ Lines A.7-A.8 are the maximum list price of equipment to be purchased for the new space.

* Line A.9 is an allowance for miscellaneous equipment-related purchases (phone systems, etc.)
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 Line B.1 is the “fair market value” of the leased space for the relocated CCSC. For a leased
premises, HSDA rules require that the applicant make two alternative calculations, and use the
higher of the two in line B.1. The two alternative methods are the Lease Outlay method (total
lease payments over the first term of the lease) and the Space Value method (estimated value of
the space being leased, according to an appraisal or the actual cost of its development). Both
calculations are shown below. Alternative A, the Lease Outlay method resulted in the greater
cost and was used in Line B.1 of the Project Cost Chart, as required by HSDA rules.

Alternative A: Lease Outlay Method:

The lease will be for 342 per rentable square foot (“RSF”), with no escalator, for an
initial term of 10 years. There will be 32,000 usable SF in the project (30,000 on the fourth floor
and 2,000 mechanical/electrical space on the ground floor). To allow for common area use, this
was grossed up by 8% to 34,560 rentable square feet (RSF), which is used in the lease option.
Lease outlay the first term will therefore be 34,560 RSF X 342 PRSF X 10 years = $14,515,200.

Alternative B: Space Value Method:

The applicant is leasing 32,000 SF, approximately 26.7%, of the 120,000 SF MOB space.
Therefore 26.7% of the developer’s costs for (a) constructing the shell building and (b) finishing
the applicant’s space, are attributable to this project. The developer will incur a total of
838,245,354 for developing a shell building and finishing the space leased to the Surgery Center.
Its value under CON rules is therefore $38,245,354 X 26.7% = $10,211,510.

* Line E contains the required State review fee due with the filing of this application. The
calculation is $21,390,200 applicant’s cost / 1,000 X $15.75 = $336,896; but the maximum
statutory fee is $95,000, which is entered in Line E.

D. Complete the Square Footage Chart on page 8 and provide the documentation.
Please note the Total Construction Cost reported on line 5 of the Project Cost Chart should
equal the Total Construction Cost reported on the Square Footage Chart.

The Square Footage Chart has been provided. The architect’s letter documenting that
Chart’s construction cost is provided in the Attachments. The Total Construction Cost on line 5
of the Project Cost Chart differs from that of the Square Footage Chart because the applicant is
leasing finished building space and not incurring any construction cost. The applicant’s lease
payments are calculated to reimburse the building developer for the developer’s own construction
costs, which are shown on the second following page.
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PROJECT COST CHART--CAMPBELL CLINIC SURGERY CENTER

Construction and equipment acquired by purchase:

o8l 7 "op [ 38 [ 1Y =

e

Architectural and Engineering Fees 6%

Legal, Administrative, Consultant Fees (Excl CON Filing Fee)

Acquisition of Site

Preparation of Site

Total Construction Cost

Contingency Fund

Fixed Equipment (Not included in Construction Contract)

Moveable Equipment (List all equipment over $50,000
as separate attachment)

Other (Specify)

Acquisition by gift, donation, or lease:

i o= R T S

Facility (inclusive of building and land)
Building only

Land only
Equipment (Specify)
Other (Specify)

FMV of unimproved land 5.0 acres?

Financing Costs and Fees:

N

Interim Financing

Underwriting Costs

Reserve for One Year's Debt Service
Other (Specify)

Estimated Project Cost
(A+B+C)

CON Filing Fee

Total Estimated Project Cost (D+E)

Actual Capital Cost

Section B FMV
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3,700,000

3,000,000

100,000

14,515,200

O|0|O|O

O|o|0|0

21,390,200

95,000

TOTAL $

21,485,200

6,970,000
14,515,200



Project Cost Chart--Campbell Clinic Surgery Center

A.8 Equipment Detail: Items Costing $50,000 or more per Unit

Type of Equipment Unit Price
Anesthesia Machine $ 72,999
Steris Surgical Lights w Camera $ 96,990
GE OEC 9900 C-Arm X-ray $157,202
Mini C-Arm X-ray $ 85,166
Autoclave for Instrument Room $182,130
Washer for Instrument Room $113,334
Sterrad System $ 61,388
Sterile Storage System $ 60,831

Developer’s Cost for Constructing and Finishing Applicant’s Leased Space

Lessor's Costs of Developing the Project "Turnkey' to Lease to the CON Applicant)

A. Construction & Equipment Purchased

1. A&E Fees $1,811,040 | 6% of A5 + A6
2. Legal, Administrative, Consultant Fees 0
3. Acquisition of Site 0
4. Preparation of Site 4,000,000

$178 PSF for shell bldg +

5. Construction Cost 27,440,000 | finishing ASTC space
6. Contingency 2,744,000 | 10%

7. Fixed Equipment

8. Moveable Equipment

9. Other (IT, telecomm. misc.) 1,317,500 | Development fee + misc

B. Acquisition by Gift, Donation, or Lease

1. Facility (Building+Land) 0
2. Building Only 0
3. Land Only 0 | Site already owned
4. Equipment (Specify) 0
5. Other (Specify) 0
C. Financing Costs & Fees

1. Interim Interest 932,814
2. Underwriting Costs 0
3. Reserve for 1 Yr Debt Service 0
4. Other (Specify) 0
D. Estimated Project Cost (A+B+C) 38,245,354
E. CON Filing Fee 0
F. Total Estimated Project Cost (D+E) $38,245,354

NOTE: actual capital cost to be financed
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E. For projects that include new construction, modification, and/or renovation
documentation must be provided from a licensed architect or construction professional
that support the estimated construction costs. Provide a letter that includes the
following:

1) A general description of the project;
2) An estimate of the cost to construct the project; and
3) A description of the status of the site’s suitability for the proposed project;

4) Attesting the physical environment will conform to applicable federal standards,
manufacturer’s specifications and licensing agencies’ requirements including the
AIA Guidelines for Design and Construction of Hospital and Health Care Facilities
in current use by the licensing authority.

See Attachment Section B-Economic Feasibility-1E.

2. Identify the funding sources for this project.

Check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the
application, in the correct alpha/numeric order and identified as Attachment C,
Economic Feasibility-2.)

_X__A. Commercial Loan--Letter from lending institution or guarantor stating favorable
initial contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

B. Tax-Exempt Bonds--copy of preliminary resolution or a letter from the issuing
authbority, stating favorable contact and a conditional agreement frem an underwriter or

investment banker to proceed with the issuance;

C. General Obligation Bonds--Copy of resolution from issuing authority or minutes
from the appropriate meeting;

D. Grants--Notification of Intent form for grant application or notice of grant award;
E. Cash Reserves--Appropriate documentation from Chief Financial Officer; or
F. Other--Identify and document funding from all sources.

Documentation of the availability of 100% loan financing from First Tennessee Bank is

provided in the Attachments. This letter covers financing not only of the applicant’s project, but
also of the MOB that will be leasing space to the applicant.
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3. Complete Historical Data Charts on the following pages--Do not modify the Charts
or submit Chart substitutions!

Historical Data Chart represents revenue and expense information for the last three (3)
years for which complete data is available. Provide a Chart for the total facility and
Chart just for the services being presented in the proposed project, if applicable. Only
complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by
agreement to the parent company, another subsidiary of the parent company, or a third
party with common ownership as the applicant entity. “Management Fees to Non-
Affiliates” should include any management fees paid by agreement to third party
entities not having common ownership with the applicant.

Please see the following pages for the Historic Data Chart. This is provided on a
calendar year basis, not the fiscal year basis of the Joint Annual Reports.
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HISTORICAL DATA CHART --APPLICANT FACILITY NAME

X TOTAL FACILITY
O PROJECT ONLY

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in January.

Cy 2015 CY 2016 CY 2017 Ann'd
A.  Utilization Data Surgical Cases 7,048 6,867 6,809
(Specify unit or measure)
B. Revenue from Services to Patients
1. Inpatient Services $ 0 o $ 0
2.  Outpatient Services 51,903,658 55,630,604 56,597,223
3. Emergency Services 0 0 0
4.  Other Operating Revenue 0 0 0
(Specify) ~ See notes page
Gross Operating Revenue  $ 51,903,658 55,630,604 $ 56,597,223
C.  Deductions from Gross Operating Revenue
1.  Contractual Adjustments $ 40,889,469 42,883,851 $ 43,010,081
2.  Provision for Charity Care 0 0 0
3.  Provisions for Bad Debt 0 0 0
Total Deductions $ 40,889,469 42,883,851 $ 43,010,081
NET OPERATING REVENUE $ 11,014,189 12,746,753 $ 13,587,142
D.  Operating Expenses
1.  Salaries and Wages
a. Clinical $ 2,476,002 2,618,464 $ 2,618,654
b. Non-Clinical 619,001 654,616 654,664
2.  Physicians Salaries and Wages 0 0 0
3. Supplies 3,997,947 4,881,590 5,285,484
4.  Rent
a. Paid to Affiliates 387,549 387,549 387,549
b. Paid to Non-Affiliates 172,573 224,690 214,880
5. Management Fees
a. Paid to Affiliates 0 0 0
b. Paid to Non-Affiliates 0 0 0
6.  Other Operating Expenses See notes page. 759,665 811,602 827,515
Total Operating Expenses  $ 8,412,737 9,578,512 % 9,988,746
E.  Earnings Before Interest, Taxes, and Depreciation $ 2,601,452 3,168,241 § 3,598,396
F.  Non-Operating Expenses
1. Taxes $ 308,736 340,255 352,890
2. Depreciation 175,093 204,970 214,598
3. Interest 102,021 85,549 78,954
4. Other Non-Operating Expenses
Total Non-Operating Expenses  $ 585,850 630,774 $ 646,442
NET INCOME (LOSS) $ 2,015,602 2,537,467 $ 2,951,954

Chart Continues Onto Next Page
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CY 2015 CY 2016 CY 2017 Ann'd
NET INCOME (LOSS) $ 2,015,602 $ 2,537,467 % 2,951,954
G.  Other Deductions

1. Annual Principal Debt Repayment $ 0o $ 0o $ 0

2. Annual Capital Expenditure 35,629 10,858 29,302

Total Other Deductions  $ 35,629 % 10,858 $ 29,302

NET BALANCE $ 1,979,973 % 2,526,609 $ 2,922,652

DEPRECIATION $ 175,093 $ 204,970 $ 214,598

FREE CASH FLOW (Net Balance + Depreciation) $ 2,155,066 $ 2,731,580 §$ 3,137,249

X TOTAL FACILITY
O PROJECT ONLY
HISTORICAL DATA CHART -- OTHER EXPENSES

OTHER EXPENSES CATEGORIES CY 2015 CY 2016 CY 2017 Ann'd

1.  Facilities (repairs/maint/utilities) $ 319,804 $ 304,086 $ 319,996

2.  Contract Labor 42,235 80,741 54,158

3. Licenses/Fees 107,178 100,841 110,968

4.  Accounting & Bank Fees 79,225 103,342 106,760

5.  Transcription Services 55,729 50,456 48,057

6. Postage/Shipping 53,185 53,350 53,864

7.  General Liability Insurance 26,060 30,608 29,945

8. Collection Services 23,264 38,798 45,755

9. Interpretation Services 23,823 24,429 15,766

10. Travel/Meals/Education 29,161 24,950 42,248
11.
12.
13.
14
15.

Total Other Expenses $ 759,665 $ 811,602 $ 827,515

45



provided or submit Chart substitutions! The Projected Data Chart requests information for
the two years following the completion of the proposed services that apply to the project.
Please complete two Projected Data Charts. One Projected Data Chart should reflect
revenue and expense projections for the Proposal Only (i.e., if the application is for
additional beds, include anticipated revenue from the proposed beds only, not from all beds
in the facility). The second Chart should reflect information for the total facility. Only
complete one chart if it suffices. Note that “Management Fees to Affiliates” should include
management fees paid by agreement to the parent company, another subsidiary of the parent
company, or a third party with common ownership as the applicant entity. “Management Fees
to Non-Affiliates” should include any management fees paid by agreement to third party
entities not having common ownership with the applicant.

The Projected Data Chart for the facility (which is also the project) is provided on the
following two pages.
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X TOTAL FACILITY
O PROJECT ONLY

PROJECTED DATA CHART — CAMPBELL CLINIC SURGERY CENTER

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in January.

A.  Utilization Data

1.

2
3.
4

1.
2.
3.

D.  Operating Expenses

1.

CY 2020
(Year One)
Surgical Cases 10,142
(Specify unit or measure)
B.  Revenue from Services to Patients
Inpatient Services $
QOutpatient Services 101,904,284
Emergency Services
Other Operating Revenue
(Specify)  See notes page
Gross Operating Revenue $ 101,904,284
C.  Deductions from Gross Operating Revenue
Contractual Adjustments $ 76,428,213
Provision for Charity Care
Provisions for Bad Debt
Total Deductions  $ 76,428,213
NET OPERATING REVENUE $ 25,476,071
Salaries and Wages
a. Clinical $ 4,718,168
b. Non-Clinical 1,182,090
Physicians Salaries and Wages
Supplies 9,517,860
Rent
a. Paid to Affiliates 1,451,520
b. Paid to Non-Affiliates 387,236
Management Fees
a. Paid to Affiliates
b. Paid to Non-Affiliates
Other Operating Expenses See notes page 1,487,803
Total Operating Expenses  $ 18,744,677

E.  Eamings Before Interest, Taxes, and Depreciation

F.  Non-Operating Expenses

1.

2.
3.
4

Taxes
Depreciation
Interest
Other Non-Operating Expenses
Total Non-Operating Expenses

NET INCOME (LOSS)
Chart Continues Onto Next Page
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$

$

$

6,731,394

631,807
750,000
142,666

1,524,473

5,206,921

$

$

$
$

$

$
$

$

$

$

CY 2021
(Year Two)
10,651

112,098,274

112,098,274

84,073,706

84,073,706
28,024,569

5,190,150
1,300,340

10,469,979

1,451,520
425,973

1,636,635
20,474,597
7,549,971

695,009
1,339,286
156,938

2,191,233

5,358,739



CY 2020 Cy 2021

(Year One) (Year Two)

NET INCOME (LOSS) $ 5,206,921 $ 5,358,739
G.  Other Deductions

1. Annual Principal Debt Repayment $ 0 $ 0

2. Annual Capital Expenditure 30,000 30,000

Total Other Deductions $ 30,000 $ 30,000

NET BALANCE $ 5,176,921 $ 5,328,739

DEPRECIATION $ 750,000 § 1,339,286

FREE CASH FLOW (Net Balance + Depreciation) $ 5,926,921 $ 6,668,025

X TOTAL FACILITY
0 PROJECT ONLY
PROJECTED DATA CHART -- OTHER EXPENSES

OTHER EXPENSES CATEGORIES Year 2020 Year 2021
1.  Facilities (repairs/maint/utilities) $ 580,854 $ 638,960
2. Contract Labor 101,904 112,098
3. Licenses/Fees 203,809 224,197
4.  Accounting and Bank Fees 193,618 212,987
5. Transcription Services 81,523 89,679
6. Postage/Shipping 101,904 112,098
7. General Liability Insurance 50,952 56,049
8.  Collection Services 81,523 89,679
9. Interpretation Services 30,571 33,629
10. Travel/Meals/Education 71,333 78,469
11.
12.
13.
14
15.

Total Other Expenses $ 1,497,993 $ 1,647,845
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5.A. Please identify the project’s average gross charge, average deduction from operating
revenue, and average net charge using information from the Projected Data Chart for Year
1 and Year 2 of the proposed project. Please complete the following table.

Project Project % Change
Previous | Current Project Project (Current
Year Year Year One | Year Two | Yrto Yr2)
Gross Charge (Gross Operating
Revenue/Case) $8,101 $8,312 $10,048 $10,525 4.75%
Deduction from Revenue (Total
Deductions/Case) $6,245 $6,317 $7,536 $7.894 4.75%
Average Net Charge (Net Operating
Revenue/Case) $1.856 $1,995 $2,512 $2,631 4.74%

B. Provide the proposed charges for the project and discuss any adjustment to current
charges that will result from the implementation of the proposal. Additionally, describe the
anticipated revenue from the project and the impact on existing patient charges.

Please see the response to question C immediately below, and the tables which it
references, for information on charges of the project.

The revenue from the project is ongoing revenue of a facility that is just being relocated
to an adjacent lot. The applicant’s charges are projected to increase at a normal 4.75% annually.
There will be an increase in the complexity and costs of orthopedic cases as joint replacements
and other complex cases continue to move into the surgery center environment over future years.
Because of this, the average case charge for the facility will increase slightly faster per year
between CY2017 and Year One at the new location. This is reflected in Table B-Economic
Feasibility-5C(1) on the second following page.

C. Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services
and Development Agency. If applicable, compare the proposed charges of the project to the
current Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

Table B-Economic Feasibility-5C (1) on the following page shows the most recent charge
data reported in the FYE 2016 Joint Annual Reports of area multispecialty surgery centers,
comparing them to the applicant’s charges in that year and projected for CY 2020 at the proposed
new location. Although the applicant’s FYE 2016 average net revenue per case compared
favorably to those of other facilities, it is difficult to draw any meaningful conclusion from that,
because JAR data is not specific to types of cases. Case types vary among these facilities.
Because gross charges differ significantly between case types, average charges and revenues over
all types of cases are of minimal value in comparing facility charges.

Table B-Economic Feasibility-5C(2) on the second following page provides the
applicant’s current and projected average charges for frequently performed surgical procedures,
currently and in Years One and Two of the project. This table also provides current Medicare
reimbursement for those procedures.
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Table Table B-Economic Feasibility-5C (1):

FYE 2016 Charges of Service Area Multispecialty ASTC Facilities

Compared to Applicant's Charges
FYE 2016 Total Charges Per
Facility Cases (JAR) | Gross Charges| Net Revenue Case Net Revenue Per Case
Baptist Germantown
Surgery Center 3,861 $18,990,762 $5,562,811 $4,919 $1,441
East Memphis Surgery
Center 5,401| $28,707,854 $7,243,337 $5,315 $1,341
LeBonheur East Surgery
Center II 2,462 $19,455,281 $6,085,400 $7,902 $2,472
Memphis Surgery Center 1,686 $15,141,096 $2,954,856 $8,980 $1,753
Methodist Surgery Center
Germantown 5,235 $28,670,508| 410,283,022 $5,477 $1,964
North Surgery Center 3,543| $16,789,584 $4,955,776 $4,739 $1,399
Surgery Center at St.
Francis 6,737| $43,451,900| $12,504,831 $6,450 $1,856
Campbell Clinic Surgery
Center FYE 2016 6,788| $51,904,252( $11,732,240 $7,646 $1,728
Campbell Clinic Surgery
Center CY 2020 11,050| $101,904,284| $25,476,071 $9,222 $2,306

RANKED BY NET REVENUE PER CASE

FYE 2016 Total Charges Per

Facility Cases (JAR) | Gross Charges| Net Revenue Case Net Revenue Per Case
LeBonheur East Surgery
Center II 2,462| $19,455,281 $6,085,400 $7,902 $2,472
Methodist Surgery Center
Germantown 5,235 $28,670,508| $10,283,022 $5,477 $1,964
Surgery Center at St.
Francis 6,737| $43,451,900| $12,504,831 $6,450 $1,856
Memphis Surgery Center 1,686 $15,141,096 $2,954,856 $8,980 $1,753
Campbell Clinic Surgery
Center FYE 2016 6,788| $51,904,252| $11,732,240 $7,646 $1,728
rB_aptist Germantown
Surgery Center 3,861 $18,990,762 $5,562,811 $4,919 $1,441
North Surgery Center 3,543| $16,789,584 $4,955,776 $4,739 $1,399J
[East Memphis Surgery
Center 5,401| $28,707,854 $7,243,337 $5,315 $1,341

Source: 2016 Joint Annual Reports for Surgery Centers; 2020 case projection by applicant.
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Table B-Economic Feasibility-5C(2): Campbell Clinic Surgery Center

Charge Data for Mo

st Frequent Procedures

|

SERVICE:

ORTHOPEDIC SURGERY

Average Gross Charge
2017
Medicare CY 2017 CY 2020 | CY 2021

CPT Descriptor Allowable Current Year 1 Year 2
29881 |Arthscope, Knee with Men. Rep. $1,146 $14,373 $16,520 $17,305
29888| Arthrosopic Aided ACL Recon. $2,491 $15,681 $18,023 $18,879)
26055|Tendon Sheath Inc. Trigger Fin. $654 $2,637 $2,916 $3,055
20680|Removal hardware/Deep $970 $4,775 $5,488 $5,749
28285|Correction of hammertoe $1,146 $3,502 $4,025 $4,216
64721 |Neuroplasty/Carpal Tunnel $742 $4,471 $5,139 $5,383
29826 |Subacromial Decomp. Shoulder n/a $6,182 $7,105 $7,443
20670|Removal Implant/Superficial $490 $1,793 $2,061 $2,159
28296 |Mitchell/Chevron Bunionectomy $1,146 $9,236 $10,616 $11,120
25111|Excision of Ganglion/ Wrist $654 $2,686 $3,087 $3,234
29827 | Arthrosc/Shoulder with R.C. Rep. $2,491 $10,875 $12,499 $13,093
27680| Tedonlysis/Extensor/Ankle $1,146 $4,613 $5,302 $5,554
64718 |Neuroplasty/Cranial Nerve $742 $5,581 $6,415 $6,719
29806 | Arthrosc/Shoulder Surg. Capsulo $2,491 $14,520 $16,689 $17,482
29880|Arthroscope,Knee with Menisec. $1,146 $14,373 $16,520 $17,305
28288|Ostectomy, Partial Exos./Condyle. $1,146 $1,716 $1,972 $2,066

SERVICE: PAIN MANAGEMENT
Average Gross Charge
2017

Medicare CY 2017 | CY 2020_| CY 2021___

CPT Descriptor Allowable Current Year 1 Year 2
64483|Anesth./Steroid, Transforam. Inj. $325 $2,090 $2,402 $2,516
64484|Inj. Anes/Steroid Epidural, Ad Lev n/a $1,045 $1,201 $1,259
62323 |Injection/Lumbar-Sacral caudle $258 $2,090 $2,402 $2,516
62321|In;. Single Cervical/Thoracic $258 $2,090 $2,402 $2,516
64494|2nd level Facet/Paravertebral n/a $1,045 $1,201 $1,259
64495|3rd level Facet/Paravertebral n/a $1,045 $1,201 $1,259
G0260|Si Joint Injection n/a $1.624 $1,867 $1,955
64491|2nd level Facet - Cervical/Thorac. n/a $1,045 $1,201 $1,259

Source: Clinic Administration. 4.75% average annual increase.
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6.A. Discuss how projected utilization rates will be sufficient to support the financial
performance. Indicate when the project’s financial breakeven is expected and demonstrate
the availability of sufficient cash flow until financial viability is achieved.

This facility is already exceeding financial breakeven. When moved approximately 100
feet to its new MOB location on adjoining land, it will continue to exceed breakeven. As
demonstrated in the Project Cost Chart, there will be positive cash flow in Year One and
thereafter.

Provide copies of the balance sheet and income statement from the most recent reporting
period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For all projects, provide financial information for the corporation,
partnership, or principal parties that will be a source of funding for the project.

Copies must be inserted at the end of the application, in the correct alpha-numeric order and
labeled as Attachment C, Economic Feasibility. NOTE: Publicly held entities only need to
reference their SEC filings.

See Attachment Section B-Economic Feasibility-6A.

B. Net Operating Margin Ratio — Demonstrates how much revenue is left over after all the
variable or operating costs have been paid. The formula for this ratio is: (Earnings before
interest, Taxes, and Depreciation/Net Operating Revenue).

Utilizing information from the Historical and Projected Data Charts please report the net
operating margin ratio trends in the following table:

2" Yr Previous
to Current Yr

1% Yr Previous
to Current Yr

Current Yr

Projected Yr 1

Projected Yr 2

Net Operating
Margin Ratio

0.24

0.25

0.26

0.26

0.27

C. Capitalization Ratio (Long-term debt to capitalization) — Measures the
proportion of debt financing in a business’s permanent (Long-term) financing mix.
This ratio best measures a business’s true capital structure because it is not affected
by short-term financing decisions. The formula for this ratio is: (Long-term

debt/(Long-term debt + Total Equity (Net assets)) x 100).

For the entity (applicant and/or parent company) that is funding the proposed
project please provide the capitalization ratio using the most recent year available
from the funding entity’s audited balance sheet, if applicable. The Capitalization
Ratios are not expected from outside the company lenders that provide funding.

The project anticipates 100% funding by First Tennessee Bank, so this question is not

applicable.
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7. Discuss the project’s participation in state and federal revenue programs
including a description of the extent to which Medicare, TennCare/Medicaid and
medically indigent patients will be served by the project. Additionally, report the
estimated gross operating revenue dollar amount and percentage of projected gross
operating revenue anticipated by payor classification for the first year of the project
by completing the table below.

Applicant’s Projected Payor Mix, Year 1

Projected Gross As a Percent of
Payor Source Operating Revenue Total Revenue

Medicare/Medicare Managed Care $17,548,406 17.2%
TennCare/Medicaid $11,229,644 11.0%
Commercial/Other Managed Care $68,274,107 67%
Self-Pay $180,582 18%
Charity Care $0 0
Other $4,671,545 4.6%
Total $101,904,284 100%

Note: Entries are rounded.

8. Provide the projected staffing for the project in Year 1 and compare to the current
staffing for the most recent 12-month period, as appropriate. This can be reported using
full-time equivalent (FTE) positions for these positions. Additionally, please identify
projected salary amounts by position classifications and compare the clinical staff salaries
to prevailing wage patterns in the proposed service area as published by the Department of
Labor & Workforce Development and/or other documented sources.

Please see the staffing table on the following page.
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9. Describe all alternatives to this project that were considered and discuss the advantages
and disadvantages of each alternative, including but not limited to:

A. Discuss the availability of less costly, more effective and/or more efficient alternative
methods of providing the benefits intended by the proposal. If development of such
alternatives is not practicable, justify why not, including reasons as to why they were
rejected.

B. Document that consideration has been given to alternatives to mew construction, e.g.,
modernization or sharing arrangements.

In 2012, the Campbell Clinic Surgery Center received approval to add surgical capacity
of this scope to its existing building through a combination of renovation and new construction.
However, in 2015 several factors were identified which determined the initial alternative was less
than optimal. These factors have been discussed in detail in three preceding sections of the
application.

The alternative of using another provider for CCSC cases is not a viable alternative,
based on the following considerations. Use of other providers’ facilities would reduce the CCSC
control of facility staff, supplies, equipment and scheduling. Use of other providers’ facilities
would complicate the CCSC’s quality management processes, and its management of residency
and fellowship training in an ASTC environment. Additionally, doing so would impose needless
travel time burdens on the medical staff. And, other facilities' electronic medical records systems
would not be the same as the one at the CCSC, creating inefficiencies in maintenance of a unified
medical electronic record for all CCSC patients and staff.

The 2012 application stated that building another surgery center would be more costly
than the expansion then being proposed. While true, the applicant and its architects have
concluded that there are a number of other factors, cited previously in the application, which
more than mitigate the cost differential.

Because of these factors, and by virtue of the availability of an existing ASTC being for
sale, CCSC logically elected to obtain more capacity temporarily, via the acquisition of a second
surgery center at another location closer to its Mississippi and Arkansas patients, and to continue
with the longer-term plan for this proposed replacement facility on its Germantown campus.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (i.e., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with which the
applicant currently has or plans to have contractual and/or working relationships, that may
directly or indirectly apply to the project, such as transfer agreements or contractual
agreements for health services.

The applicant has an emergency transfer agreement with Methodist LeBonheur
Germantown Hospital. The applicant's physicians participate in educational and training
programs of the University of Tennessee Medical School in Memphis; and they serve patients at
Region One Health, Methodist LeBonheur Children's Hospital, Methodist University Hospital,
and Baptist Memorial Hospitals, as well as other Memphis hospitals.

2. Describe the effects of competition and/or duplication of the proposal on the health care
system, including the impact to consumers and existing providers in the service area.
Discuss any instances of competition or duplication arising from your proposal including a
description of the effect the proposal will have on the utilization rates of existing providers
in the service area of the project.

A, Positive Effects

This proposal will allow one of the area’s most significant facilities to implement added
surgical capacity that has already been approved--but in a way that will permit the Campbell
Clinic to expand its physician practice office space, through repurposing an existing building on
its campus, and to make better use of its entire campus.

The project will allow for redistribution of the CCSC’s caseloads among its two ASTC
facilities (Midtown and Germantown) to achieve optimal accessibility for patients and to
concentrate operations more efficiently than at present.

The project will also provide an updated physical facility for CCSC patients choosing to
have ambulatory surgery at its Germantown facility. The completely new facility in the new
MOB will have improved surgical rooms, more recovery stations to avoid bottlenecks in the ORs,
better support spaces, improved parking, and other advantages over the current surgery center
building.

The replacement facility will realize these benefits without having to interrupt or impede

performance of cases at the existing CCSC building, as would be necessary with an extended
phased renovation and new construction associated with the initial expansion project.

B. Negative Effects

The applicant knows of no negative effects. The proposed surgical room capacity has
been approved but unimplemented for several years. This is basically a plan to allocate the parent
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organization’s own patients between its two surgery center locations in a way that makes it
possible to utilize an existing CCSC building for clinical expansions that are also needed on this
campus.

Case projections do not contemplate moving surgeries from other providers’ facilities,
since virtually all ambulatory surgery cases performed by Campbell Clinic surgeons are
performed only at the Campbell Clinic Surgery Center(s).

3.A Discuss the availability of an accessibility to human resources required by the proposal,
including clinical leadership and adequate professional staff, as per the State of Tennessee
licensing requirements and/or requirements of accrediting agencies such as the Joint
Commission and the Commission on Accreditation of Rehabilitation Facilities.

The CCSC is an outstanding work environment and does not anticipate having difficulty
filling the additional 32 positions. The facility has an excellent reputation and working
environment, which has not failed to attract all required support staff as workloads increased over
the years. The Clinic was recently honored to be selected locally as a “Top Workplace”,
indicative of the quality of the organization as an employer of choice in the Memphis
metropolitan area.

B. Verify that the applicant has reviewed and understands all licensing and/or certification
as required by the State of Tennessee and/or accrediting agencies such as the Joint
Commission for medical/clinical staff. These include, without limitation, regulations
concerning clinical leadership, physician supervision, quality assurance policies and
programs, utilization review policies and programs, record keeping, clinical staffing
requirements, and staff education.

The applicant so verifies.
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C. Discuss the applicant’s participation in the training of students in the areas of medicine,
nursing, social work, etc. (e.g., internships, residencies, etc.).

Campbell Clinic is an internationally recognized group of orthopaedic surgeons that has
been a national and international leader in its field of surgery for over a century.

Dr. Willis Campbell, organized the first Department of Orthopaedic Surgery at the UT
College of Medicine. Today the department is officially designated "the University of
Tennessee-Campbell Clinic Department of Orthopaedic Surgery". All Campbell Clinic surgeons
have faculty appointments in the department and work closely with its research scientists. As of
January 2018, its active surgery center staff will consist of 47 Campbell Clinic practitioners, of
whom 42 are orthopaedic surgeons and 5 are physiatrists (physical medicine and rehabilitation
specialists). All are Board-certified except for recent recruits from residency, who are required to
practice for two years prior to certification. The majority are subspecialty-trained and fellowship-
trained.

Dr. Campbell and his successors at the Clinic wrote and continuously update the
definitive reference work Campbell's Operative Orthopaedics, a textbook that is in worldwide use
and is often refered to as "the Bible of orthopaedic surgery" (now in its 13th Edition in 7
languages). Campbell Clinic specialists established the orthopaedic residency program at UT
College of Medicine, which has trained more than 450 orthopaedic surgeons. During their five-
year program, orthopaedic residents work at the CCSC for multiple 3-month rotations for
subspecialty training, under the supervision of Campbell Clinic surgeons. Their affiliated
Campbell Foundation develops clinical leadership through funding and managing 12-month
fellowship training programs for subspecialists, who train at the CCSC and at area hospitals such
as the Regional One Health, LeBonheur Children's Hospital, and the Methodist and Baptist
Healthcare systems.
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4. Identify the type of licensure and certification requirements applicable and verify that
the applicant has reviewed and understands them. Discuss any additional requirements, if
applicable. Provide the name of the entity from which the applicant has received or will
receive licensure, certification, and/or accreditation.

Licensure:
Board for Licensure of Healthcare Facilities, Tennessee Department of Health

Certification Type (e.g. Medicare SNF, Medicare LTAC, etc.):
Medicare Certification from CMS
TennCare (Medicaid) Certification from TDH

Accreditation (i.e. Joint Commission, CARF, etc.):
Accreditation Association for Ambulatory Health Care, Inc.

A. If an existing institution, describe the current standing with any licensing, certifying, or
accrediting agency. Provide a copy of the current license of the facility and accreditation
designation.

The applicant is currently licensed in good standing by the Board for Licensing Health
Care Facilities, certified for participation in Medicare and Medicaid/TennCare, and fully
accredited by the Accreditation Association for Ambulatory Health Care (AAAHC).

B. For existing providers, please provide a copy of the most recent statement of
deficiencies/plan of correction and document that all deficiencies/findings have been
corrected, by providing a letter from the appropriate agency.

See Attachment Section B-Orderly Development-4B.
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C. Document and explain inspections within the past three survey cycles which have
resulted in any of the following state, federal, or accrediting body actions: suspension of
admissions, civil monetary penalties, notice of 23- ore 90-day termination proceedings from
Medicare or Medicaid/TennCare, revocation/denial of accreditation, or other similar
actions.

(1) Discuss what measures the applicant has or will put in place to avoid similar findings in
the future.

None of the preceding actions has occurred.

5. Respond to all of the following and for such occurrences, identify, explain, and provide
documentation:

A. Has any of the following:

(1) Any person(s) or entity with more than 5% ownership (direct or indirect) in the
applicant (to include any entity in the chain of ownership for applicant);

(2) Any entity in which any person(s) or entity with more than 5% ownership (direct of
indirect) in the applicant (to include any entity in the chain of ownership for applicant) has
an ownership interest of more than 5%; and/or

(3) Any physician or other provider of health care, or administrator employed by any
entity in which any person(s) or entity with more than 5% ownership in the applicant (to
include any entity in the chain of ownership for applicant) has an ownership interest of
more than5%...

B. Been subjected to any of the following:

(1) Final Order or Judgment in a State licensure action;

(2) Criminal fines in cases involving a Federal or State health care offense;

(3) Civil monetary penalties in cases involving a Federal or State health care offense;

(4) Administrative monetary penalties in cases involving a Federal or State health care
offense;

(5) Agreement to pay civil or monetary penalties to the Federal government or any State in
cases involving claims related to the provision of health care items and services; and/or

(6) Suspension or termination of participation in Medicare or Medicaid/TennCare
programs;

(7) Is presently subject of/to an investigation, regulatory action, or party in any civil or
criminal action of which you are aware;

(8) Is presently subject to a corporate integrity agreement.

To the best of the applicant’s knowledge, none of the persons or entities in question 5A
above has been subjected to any of the sanctions listed in question 5B above.
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6. Outstanding Projects:

a. Complete the following chart by entering information for each applicable outstanding
CON by applicant or share common ownership; and
b. Provide a brief description of the current progress, and status of each applicable

outstanding CON.
Outstanding Projects
Annual Progress Report*
Date Expiration
CON Number | Project Name Approved Due Date Date Filed Date
Campbell
Clinic
Surgery last filed
Center next due December
CN1208-040 | Expansion 11-14-12 1-1-18 2017 1-1-2019
Status: Unimplemented. Valid under extensions from HSDA. To be surrendered upon approval
of this CON application.

* Annual Progress Reports — HSDA Rules require that an Annual Progress Report (APR) be
submitted each year. The APR is due annually until the Final Project Report (FPR) is submitted
(FPR is due within 90 ninety days of the completion and/or implementation of the project). Brief
progress status updates are requested as needed. The project remains outstanding until the FPR is

received.
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7. Equipment Registry -- For the applicant and all entities in common ownership with the
applicant.

a. Do you own, lease, operate, and/or contract with a mobile vendor for a Computed
Tomography Scanner (CT), Linear Accelerator, Magnetic Resonance Imaging (MRI),
and/or Positron Emission Tomographer (PET)?

No.

b. If yes, have you submitted their registration to HSDA? If you have, what was the date of
the submission?

Not applicable.

c. If yes, have you submitted their utilization to HSDA? If you have, what was the date of
the submission?

Date of HSDA Date of Last
Facility Registration Utilization Submittal

Not applicable.

QUALITY MEASURES

Please verify that the applicant will report annually using forms prescribed by the Agency,
concerning continued need and appropriate quality measures as determined by the Agency
pertaining to the Certificate of Need, if approved.

The applicant so verifies.

SECTION C: STATE HEALTH PLAN QUESTIONS

T.C.A. §68-11-1625 requires the Tennessee Department of Health’s Division of Health
Planning to develop and annually update the State Health Plan (found at
http://www.tn.gov/health/topic/health-planning ). The State Health Plan guides the State in
the development of health care programs and policies and in the allocation of health care
resources in the State, including the Certificate of Need program. The 5 Principles for
Achieving Better Health are from the State Health Plan’s framework and inform the
Certificate of Need program and its standards and criteria.

Discuss how the proposed project will relate to the 5 Principles for Achieving Better Health
found in the State Health Plan.
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1. The purpose of the State Health Plan is to improve the health of the people of Tennessee.

This project is needed to continue to provide state-of-the-art orthopaedic and pain
management care to patients of the Campbell Clinic, whose physicians are nationally and
internationally recognized for their high quality of care and for for their role in education and
training of orthopaedic specialists.

2. People in Tennessee should have access to health care and the conditions to achieve
optimal health.

The project will improve the current accessibility of this Germantown campus to
patients of the service area. At present, many patients who would prefer being served at the
Germantown surgery center must be scheduled for service at the applicant’s Midtown surgery
center. Enlarging the surgical room complement at Germantown will enable more patients to be
served at a state-of-the-art facility.

3. Health resources in Tennessee, including health care, should be developed to address the
health of people in Tennessee while encouraging economic efficiencies.

The project obviously serves the healthcare needs of thousands of patients who seek care
each year from Campbell Clinic’s renowned staff of orthopaedic specialists.

4. People in Tennessee should have confidence that the quality of health care is continually
monitored and standards are adhered to by providers.

This facility has long been a leader in quality of care for its patients. It is fully

accredited and licensed, and is a teaching facility for physicians who rotate through its OR’s
learning to deliver high-quality, advanced orthopaedic surgical care processes.

5. The state should support the development, recruitment, and retention of a sufficient and
quality health workforce.

The project will expand opportunities for physicians, patients, and supporting clinical
staff to experience and learn from leading physicians in the orthopaedic field.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with
the mast and dateline intact or submit a publication affidavit from the newspaper
that includes a copy of the publication as proof of the publication of the letter of
intent.

The full page with the notice has been filed with this application. A photocopy of
the publication follows this page.

NOTIFICATION REQUIREMENTS

(Applies only to Nonresidential Substitution-Based Treatment Centers for Opiate
Addiction)
Note that T.C.A. §68-11-1607(c)(3) states that “...Within ten (10) days of filing an
application for a nonresidential substitution-based treatment center for opiate
addiction with the agency, the applicant shall send a notice to the county mayor of
the county in which the facility is proposed to be located, the member(s) of the
House of Representatives and the Senator of the General Assembly representing the
district in which the facility is proposed to be located, and to the mayor of the
municipality, if the facility is proposed to be located within the corporate
boundaries of a municipality, by certified mail, return receipt requested, informing
such officials that an application for a nonresidential substitution based treatment
center for opiate addiction has been filed with the agency by the applicant.”

Failure to provide the notifications deseribed above within the required statutory
timeframe will result in the voiding of the CON application.

Please provide documentation of these notifications.

Not applicable.
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DEVELOPMENT SCHEDULE

T.C.A. §68-11-1609(c) provides that a Certificate of Need is valid for a period not to
exceed three (3) years (for hospital projects) or two (2) years (for all other projects)
from the date of its issuance and after such time shall expire; provided, that the
Agency may, in granting the Certificate of Need, allow longer periods of validity for
Certificates of Need for good cause shown. Subsequent to granting the Certificate of
Need, the Agency may extend a Certificate of Need for a period upon application
and good cause shown, accompanied by a non-refundable reasonable filing fee, as
prescribed by rule. A Certificate of Need which has been extended shall expire at
the end of the extended time period. The decision whether to grant such an
extension is within the sole discretion of the Agency, and is not subject to review,
reconsideration, or appeal.

1. Complete the Project Completion Forecast Chart on the next page. If the
project will be completed in multiple phases, please identify the anticipated
completion date for each phase.

2. If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended schedule
and document the “good cause” for such an extension.

An extended schedule is not requested.
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PROJECT COMPLETION FORECAST CHART

Assuming the Certificate of Need (CON) approval becomes the final HSDA action on the
date listed in Item 1. below, indicate the number of days from the HSDA decision date to
each phase of the completion forecast.

Projected Decision Date if Granted Consent Calendar Review: February 28,2018

DAYS Anticipated Date
PHASE REQUIRED (MONTH /YEAR)
1. Initial HSDA Decision Date - Feb 2018
1. Architectural & engineering contract signed prior to Feb 2018 Nov 2017
2. Construction documents approved by TDH 90 May 2018
3. Construction contract signed 120 June 2018
4, Building permit secured 150 July 2018
5. Site preparation completed 240 Oct 2018
6. Building construction commenced 300 Dec 2018
7. Construction 40% complete 420 April 2019
8. Construction 80% complete 480 June 2019
9. Construction 100% complete 500 Oct 2019
10. * Issuance of license 530 Nov 2019
11. *Initiation of service 540 Nov 2019
12. Final architectural certification of payment 620 Feb 2019
13. Final Project Report Form (HF0055) 680 April 2020

12 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date.
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AFFIDAVIT

STATE OF _ TENNESSEE

COUNTY OF DAVIDSON

JOHN WELLBORN, being first duly sworn, says that he is the lawful agent of the applicant
named in this application, that this project will be completed in accordance with the

application to the best of the agent's knowledge, that the agent has read the directions to this
application, the Rules of the Health Services and Development Agency, and T.C.A. § 68-11-

1601, et seq., and that the responses to this application or any other questions deemed
appropriate by the Health Services and Development Agency are true and complete to the

Qo’W bf).z%rm»

/ IGNATURE/TITLE
CONSULTANT

Sworn to and subscribed before me this _| 3+Hday‘/of_“zw M beit_ ‘Aot g Notary

/ (Month) (Year)

ge County/State of DAVIDSON

best of the agent’s knowledge.

( NOTARY PUBLIC

My commission expir(gj::\ e . Bo ‘/ .

(Month/Day) (Year)
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INDEX OF ATTACHMENTS

Section A
A-4A Legal Status and Ownership Structure of Applicant
A-6A Site Control Documentation

A-6B(1)a-d Plot Plan

A-6B(2) Floor Plan

Section B

B-Need-3

B-Economic Feasibility-1E
B-Economic Feasibility-2
B-Economic Feasibility-6A

B-Orderly Development-4B

Other Attachments

Proof of Publication

Miscellaneous Information

Service Area Map

Documentation of Construction Cost Estimate
Documentation of Funding/Financing Availability
Applicant’s Financial Statements

Licensure and Accreditation Findings and Corrections

Articles Projecting Increases in Joint Surgery Cases
TennCare Enrollment
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‘ . ACCREDITATION ASSOCIATION
f})?‘ AMBULATORY HBALTH CARE, INC,

April 16,2015

Organization #: 22743

Qrganization: Campbell Clinic Surgery Center, LLC

Address: 1410 Brierbrook Rd

City, State, Zip: Germantown, TN 38138-2257

Decision Recipient: Cynthia Armistead, BS, RN

Survey Date: March 30-31, 2015 Type of Survey: Re-Accreditation
Accreditation Term Begins: May 22, 2015 Accreditation Term Expires: May 21,2018

Accreditation Renewal Code; 954139de22743
Complimentary study participation code: 22743FREEIQI
Satellites: See page 2

Granting accreditation reflects confidence, based on evidence from this recent survey that you meet, and will continue to
demonstrate throughout the accreditation term, the attributes of an accreditable organization, as reflected in the standards
found in the Accreditation Handbook for Ambulatory Health Care. The dedication and effort necessary for an organization
to be accredited is substantial and the compliance with those standards implies a commitment to continual seff-evaluation
and continuous improvement.

We hope the survey has been beneficial to your organization in identifying its strengths and opportunities to iraprove.
AAAHC trusts that you will continue to find the accreditation experience meaningful, not only from the benefit of having
carefully reviewed your own operation, but also from the recognition brought by your participation in this survey process.

Members of your organization should take time to review your Survey Report, which may arrive separately:

o Any standard marked “PC" (Partially Compliant) or “NC” (Non-Compliant) must be corrected promptly.
Subsequent surveys by the AAAHC will seek evidence that deficiencies from this survey were addressed
withowt delay.

The Sumimary Table provides an overview of compliance for each chapter applicable to the organization,

e  Statements in the “Consultative Cornments” sections of the report represent the educational component of the
survey. Such comments may provide helpful guidance for improvement.

e Asaguide to the ongoing process of self-evaluation, periodic review of the Survey Report and the current year’s
Handbook will ensure the organization’s ongoing compliance with the standards throughout the term of
accreditation.

AAAHC policies and procedures and standards are revised on an annual basis, such revisions become effective March }
each year. Accredited organizations are required to maintain their operations in compliance with the current AAAHC
standards and policies. Therefore, the organization is encouraged to visit the AAAHC website, www.aaahc.org, for
information pertaining to any revisions to AAAHC policies and procedures and standards.

In order to ensure continuation of accreditation, your organization should submit an application for survey approximately
five months prior to your accreditation expiration. According to our 4ecreditation Handbook,

Currently-accredited organizations must complete and submit the Application for Survey, supporting documentation, and
application fee for their subsequent full accreditation survey (referred to as a re-accreditation survey). Please visit
www.aaahe.org to complete the Application for Survey and for further information. After review of an organization's
completed Application for Survey and supporting documentation, the AAAHC will contact the organization to establish
survey dates. To prevent a lapse in acereditation, an organization should ensure that all documentation is submitted to the
AAAHC at least five (5) months prior to its accreditation expiration date. In states where acereditation is mandated by law,
an organization should submit the completed Application for Survey and other required documeniation a minimum of six
{6) months prior to its accreditation expiration date.

wemanheorg gasn Ohd Clechard Road, Suire 226 TEL $47¢ 853 0RO
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Organization #: 22743 Accreditation Expires: May 21, 2018
Organization: Campbell Clinic Surgery Center, LLC

April 16,2015

Page 2

For submission of an application for survey, your organization will need the “accreditation renewal code” located
underneath the accreditation expiration date.

You will notice that you have a “complimentary study participation code” at the top of this letter. You may use this to
register for one of the AAAHC Institute for Quality Improvement’s studies. Please visit www.aaahc.org/institute for
additional information or contact Michelle Chappell, at 847-324-7747 or mchappell@aaahc.org.

If you have any questions or comments about any portion of the accreditation process, please contact the AAAHC
Accreditation Services department at (847) 853-6060.

Satellites:

Campbell Clinic Surgery Center, LLC - Midtown

255 8. Pauline
Memphis, TN 38104

ACCREDITATION ASSOCIATION
AA Jor AMBULATORY HEALTH CARE, INC.
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Business Services Online > Find and Update a Business Record

Business Information Search

As of Decemnber 08, 2017 we have processed ali corporate filings received in our office through December 07, 2017 and all annual reports received in our office
through December 07, 2017,

Click on the underlined control number of the entity in the search results list to proceed to the detail page. From the detail page you can verify the entity displayed is correct {review addresses and business details) and
select from the available entity actions - file an annual report, obtain a certificate of existence, file an amendment, etc.

Sa lofd
Search Name: {Campbell Clinic Surgery Center, LLC ! - Starts With - Contalns
Control #: | ’
Active Entities Only: Search |
Control # Entity Type Name Name Type Name Status Entity Flling Date Entity Status
Campbell Clinic S Center, LLC.
000392085 LLC T:S:E:;ECE'"'C CL At Entity Active 07/06/2000 Active
1-10fd

Information about individual business entities can be queried, viewed and printed using this search tool for free.

If you want to get an electronic file of ali business entities in the database,
the full database can be downloaded for a fee by Cliching Here

Cllgk Here for information on the Business Services Online Search logic.
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Business Services Online > Find and Update a Business Record

Business Iinformation Search

As of December 08, 2017 we have processed all corporate filings received in our office through December 07, 2017 and all annuai reports received in our office
through December 07, 2017.

Click on the underlined control number of the entity in the search results list to praceed to the detail page. From the detail page you can verify the entity displayed is correct (review addresses and business details) and
select from the available entity actions - file an annual report, obtain a certificate of existence, file an amendment, etc.

Searchs: 1061
Search Name: {Campbell Clinic, PC. | * Starts With ~ Contains
Control #: §
Actlve Entities Only: $e;r;h' i
Control # Entlty Type Name Name Type Name Status Entity Filing Date Entlty Status
CAMPBELL CLINIC, P.C
7 CORP T Entity Acti 12/22/1969 Acti
Q000a6172 TENNESSEE Y ctive o =
t-lofl

Information about individual business entities can be queried, viewed and printed using this search tool for free.

if you want to get an electronic file of all business entities in the database,
the full database can be downloaded for a fee by Clicking Mers.

Click Herg for information on the Business Services Online Search logic.

customer-centered emvironment,
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R .
- STATE G114 SEE
of Office Use Only :
ARTICLES OF AMENDMENT TRE HArer
st Bt  TOARTICLES OF ORGANIZATIONSECRE TARY i 1T
Corporats Filings @LC) { | F STare

312 Eighth Avenuo North -
6* Ploor, William R. Snodgrass Tower
Nashvilte, TN 37243

LIMITED LIABILITY COMPANY CONTROL NUMBER (IF KNowN) _ 000392085

PURSUANT TO THE PROVISIONS OF §48-208-104 OF THE TENNESSEE LIMITED LIABILITY
COMPANY ACT OR §48-249-204 OF THE TENNESSEE REVISED LIMITED LIABILITY COMPANY
ACT, THE UNDERSIGNED ADOPTS THE FOLLOWING ARTICLES OF AMENDMENT TO ITS
ARTICLES OF ORGANIZATION:

PLEASE MARK THE BLOCK THAT APPLIES:

(Xl AMENDMENT IS TO BE EFFECTIVE WHEN FILED BY THE SECRETARY OF STATE.
{0 AMENDMENT IS TO BE EFFECTIVE , (DATE) (TIME).

(NOT TO BE LATER THAN THE 80TH DAY AFTER THE DATE THIS DOCUMENT (S FILED.) IF
NEITHER BLOCK 1S CHECKED, THE AMENDMENT WILL BE EFFECTIVE AT THE TIME OF
FILING.

1. PLEASE INSERT THE NAME OF THE LIMITED LIABILITY COMPANY AS T APPEARS ON
RECORD: Campbell Surgery Center, LLC.
IF CHANGING THE NAME, INSERT THE NEW NAME ON THE LINE BELOW:

Campbell Clinic Surgery Center, L.L.C.

2. PLEASE INSERT ANY CHANGES THAT APPLY:
A. PRINCIPAL ADDRESS:

SZE1 -9889

STREET ADDRESS
ciry STATE/COUNTY 2IP CODE
B. REGISTERED AGENT:
C. REGISTERED ADDRESS: ?
chY STATE ZIP CODE COUNTY *Sep
D. OTHER CHANGES: This L.L.C. eiscts to be govomad by the Tennossee Revissd Limiied Lisbility Company Act. aﬁﬁmt
3. THE AMENDMENT WAS DULY ADOPTED ON Q‘{ 26 3o\ Bﬂﬂﬂﬂ
MONTH DAY YEAR

(if the amendment is flled pursuant to the provision of §48-205-104 of the TN LLC Act, please also

complate tha foliowing by checking one of the two boxes:) AND THE AMENDMENT WAS DULY
ADOPTED BY THE

QOBOARD OF GOVERNORS WITHOUT MEMBER APPROVALAS SUCH WAS
HMEMBERS

[O=SYezmmmye sy

S5-4247 (REV. 01/08) Filng Fed: $20.00 RDA 2458
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ATTACHMENT TO B APR 29 Ste
ARTICLES OF AMENDMENT " ,H‘lz,a
TO ARTICLES OF ORGANIZATION sec,{éﬁﬁ Haoe,
Lo PO $Fyse

Limited Liability Company Control Number: 000392085

2. PLEASE INSERT ANY CHANGES THAT APPLY:

D. Section 6 of the Amended Articles of Organization is hereby deleted.
Inserted in the place of Section 6 of the Amended Articles of Organization is the

following:
Mansagement. The Limited Liability Company will be director-managed.

4ZE1 9888
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Secretary of State ¢ . -+ - " sy
"¢ -Corporatiops Section
= es K. Polk Building, Suite 1800 DATE: 07/0R/00

shville, Tennessee 37243-0306 s REQUEST NUMBER: 3945-1301
THLEPHONE CONTACT: (B15) 741 A286A
FLLE DATE/TLIME: 07/06/00 0Yh3
EFERCTIVE DATH/TIME: 07/06700 (SR ]
CONTROL NUMBBR: 0392085

-1r()=
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PO BOX 330007
NASHVLIL)H, TN 37212

[
CAMEERELL SURGRRY
ARIICLES QF ORGA
LIMLIHO LEARILIY

<z
-

ol -
»Z

B

ONGRATULAY TONS LIFON “I'Hh FORMAT TON OF “LHE. LIMITED 1 AR LY GOMIPANY LN T HE
TH OF THENNESSEE WHICH 1S EFFECLLIVE AS INDICATED ABOVE.

1
LMLTED LIARILITY COMEANY ANNUAL, REPORY MUST HE FILLED W1TH CHE SEHORMTARY OF
T ON OR: BEFORE IHE FIRST DAY OF ‘I'HE FOURITH MONTH FOLLOWING ‘I'HE CLOSE OF T
TTED LIABILITY COMEANY 5 PlaCAl. YHAR. ONCH THE BISCA), YEAR HAS HEN
STABLLISHBL, PLBEASE PROVIDE THIS OFFICE WLITH WRLTTEN NOTLKICATION, THLIS OFK1ICE
WiLL MALl. THE REPORT DURING THE LAST MONITH O SALD HISCAL YIRAR QO THHE LMD
JABLLITY COMPANY AT THE ADDRESS OF 118 PRINCLPAL OFFICE OR T0O A MALLING

DRESS PROVIDKHD 10 THLE Ok G IN WHRULING. FATLURE TO B THIS REPORY OR T

JANTAIN A REGLSTERBED AGENLT AN OFKFLICE WILL SUBJBCYT THE LIMITBED L1IABLLLYY
COMEANY T0O ADMINLSTRATLVH NIE8OLUTION.

WHEN CORRESPONDING WiTH TH1S QFFICE OH SUBMLULTING DOCUMENT
R L0 CrHE LIMLUTRD LLABILITY COMPANY CONTROL NUMRBR Glymk
ALDVISED THAT THLIS LOCUMBENYT MUST ALSO 8B MLILBED IN THE OFFLCE OF THE REGLSTER O
DEELS LN ‘VHE COUNTY WHERKIN A 1 0MITHD LJABILIIY COMEANY HAS | TS FHINCHAL

O LCKH 1) SUCH PRINCIPAL OFFICE 18 LN TENNBSSBE.

S MOR KILING, PLBEASE
N AROVE. FLEARE Bl

...--...-_._..--—-.-_..__.——-.-..--_—___-.....----_...-..-......_.__...__._.-—....._....—_....-.-.._....-..-.—.-..—...-_—...._.—...

FOR: ARVJCLES OF ORGANLZATION - ON DATH: 07/06/700
LIMLITED LIiABLLLTY COMPANY — '
$§Y8: . RECILVEL: $300.00 S0.00
PO BOX 220007 TOLAL FAYMENY RECHEVHD: S300.00
NASHVILLE, 'I'N 37212-0000 RECHEHT NUMHEER: 0000270841

ACCOUNYT NUMBER: 00333725

RILEY C. DARNELL
SECRETARY OF STATE
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CAMPBELL SURGERY CENTER, L. L. CR,
4 ‘a.._

THE UNDERSIGNED, desiring to form a Limited Liability Company undeh@pursua.nt
to Tennessee Code §48-201-101, et seq., do hereby certify as follows:

1. Name. The name of the Limited Liability Company shall be CAMPBELL
SURGERY CENTER, L.L.C. (the "L.L. a"

2 Address. The initial registered office of the L.L.C. shall be located at:
1400 S. Germantown Rd.
Memphis, TN 38138
Shelby County

3. Ipitial Registered Agent. The initial registered agent at the address noted in
Paragraph 2 shall be: John M. Vines.

4, Organizers. The organizer of the L.L.C.is:
Richard E. M. Nichol, Jr.
81 Monroe Avenue

Memphis, Tennessee 38103

5. Number of Members at the Time of Filing. There is one (1) member of the L. L.C.
as of the date of the filing of these articles.

6. Management. The L.L.C. shall be member-managed.
7. Office of the L.L.C. The principal executive office of the L.L.C. shall be located at:
1400 S. Germantown Rd.
Memphis, TN 38138
Shelby County

8. Expulsion. The L.L.C. has the power to expel a member only as provided in the
Operating Agreement.

\\MPHS\DATA\NPDM:J\\Rem\Campbell Surgery Center, L.L.C\ARTICLES.ORG.doc 1
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Preemptive Rights. The members of the L.L.C. have preemptive.i:ig'ii{:s'} of;lyas
provided in the Operating Agreement. e

i) rEe -~
Ll e

Indemnification. A. The company shall indemnify any person wh

oisorwaSa
party, or who is threatened to be made a party, to any threatened, pending_or
completed action, suit or proceeding, whether civil, criminal - administrativé of.
investigative, including all appeals, by reason of the fact that he or she is or was a
member, governor, manager or employee of the company, or is or was serving at the
request of the company as a manager, gOVernor, director, trustee, officer or employee
of another limited liability company, corporation, partnership, joint venture, trust or
other enterprise, against any and all expenses (including attorneys' fees), judgments,
decrees, fines, penalties and amounts paid in settlement, which were actually and
reasonably incurred by him or her in connection with such action, suit or proceeding,
if:

(1)  Heor she acted in good faith; and
(2)  He or she reasonably believed:

(2) In the case of conduct in his official capacity within the
Company that his conduct was in its best interest; and

(b)  Inall other cases, that his conduct was at least not opposed to
its best interests; and

(3)  Inthe case of any criminal proceeding, he had no reasonable cause to
believe his conduct unlawful.

The termination of any action, suit or proceeding by judgment, order, settlement,
conviction, or plea of nolo contendere or its equivalent shall not, of itself, create a
presumption that the person did not act in good faith and in a manner which he or she
reasonably believed to be in, or at least not opposed to, the best interests of the
company.

B. In the event of actions or proceedings in which a govemnor, manager, member or
employee has not been wholly successful on the merits or otherwise in the defense
of a civil or criminal action of the character described above (including actions
terminated by judgment, settlement, conviction or upon a plea of nolo contendere (or

.its equivalent), any indemnification shall be made only after authorization as

provided in T.C.A. 48-243-101(f).

C. Expenses of each person indemnified hereunder, incurred in defending against a
civil, criminal, administrative or investigative action, suit or proceeding (including

2



2000.

all appeals) or threat thereof will be paid by the company jn;advance.of the fma!;
disposition of such action, suit or proceeding, if: YRR TS i Ged

(1) The person furnishes the L.L.C. a written affiration of h:sgooawfam;
belief that he has met the standard of conduct described in subparagraph A
above;

(2) The person furnishes the L.L.C. a written undertaking, executed
personally or on his behalf, to repay the advance if it is ultimately determined
that he is not entitled to indemnification; and

(3) A determination as specified in T.C.A. 48-243-101(f) is made that the
facts ther known in the case would not preclude indemnification under this
part.

D. Such indemnity shall be affected only in the event the company shall have actual
notice of such action or proceeding within a reasonable time after its institution in the
form of written notice from the interested governor, manager, member or employee;
such indemnity shall be applicable whether or not the person claiming the benefit
thereof continues to be a governor, manager, member or employee of the company
4t the time the liabilities, costs or expenses in respect of which indemnity is claimed
are incurred; such indemnity shall inure to the benefit of the heirs, executors or
administrators of each govemnor, manager, member or employee; such indemnity
shall not be exclusive of any other right of said governor, manager, member or
employee; and notwithstanding the amendment or appeal of this article's provision,
the same shall continue to bind the company to provide indemnity to the extent above
specified in respect of all such liabilities, costs and expenses incurred to and
including the date of such amendment or repeal.

E. In no event shall the rights contained herein be construed to enlarge the rights of
indemnification permitted under laws of the State of Tennessee.

IN WITNESS WHEREOQF, I have hereunto subscribed my name this S‘&: day of July,

L /)

KH9754

07/13/2000—-13:35:48

ﬁchard E. M. Nichal, Jr., Or#anizer

stors, LTD, LLC = In State: Charier 48
5 - STEPHEN JAMES
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OPTION TO LEASE AGREEMENT

THIS OPTION TO LEASE AGREEMENT (the “Agreement”) is made and entered into as of
this 12th day of December, 2017, by and between Campbell Clinic, P.C.,, a Tennessee
professional corporation (“Landlord”) and Campbell Clinic Surgery Center, LLC, a Tennessee
limited liability company (“Tenant”).

WITNESSETH

WHEREAS, Landlord intends to construct a medical office building on certain
unaddressed property on Wolf River Boulevard, Germantown, TN, specifically identified as
Shelby County Assessor of Property Parcel ID: G0220-00457 (the “Building”); and

WHEREAS, Landlord desires to enter into an option with Tenant whereby Landlord
grants to Tenant the option to lease approximately 34,560 rentable square feet in the Building
(the “Leased Premises”), which option must be exercised as set forth below.

NOW, THEREFORE, for $10 cash in hand paid and in consideration of the mutual
promises set forth herein and other valuable consideration, the receipt and sufficiency of which
are hereby acknowledged, the parties hereto hereby agree as follows:

SECTION 1
GRANT OF OPTION

1.1  landlord hereby grants to Tenant an exclusive option to lease the Leased
Premises, upon the terms and conditions set forth herein (the “Option”).

1.2  The term of Tenant’'s Option shall commence on the date hereof and shall
continue for a period of six (6) months from the date hereof (the “Option Period”). The Option
Period may be extended at any time prior to its expiration upon the mutual consent of the
parties.

1.3  Tenant shall exercise its Option by delivering written notice to Landlord within
the Option Period by Registered or Certified Mail, or in person.

1.4  The Option, and Tenant’s rights hereunder, are contingent upon Landlord

completing the construction of the medical office building.

SECTION 2
TERMS AND CONDITIONS OF THE LEASE



2.1  Upon the exercise of the Option by Tenant as set forth herein, the parties agree
to execute a lease agreement, subject to any terms and conditions contained in this Agreement
and as mutually agreed upon by the parties. The parties expect that rent shall reflect the fair
market value of the property and shall be approximately $42.00 per rentable square foot for
the first term of the lease. The lease shall also provide that taxes and operating expenses will
be passed through to Tenant.

2.2 The initial term of Tenant’s lease of the Leased Premises shall be for a period of
ten (10} years (the “Term”).

SECTION 3
MISCELLANEOUS PROVISIONS

3.1  Any notices required or permitted herein shall be addressed as follows and
delivered to the other party by either registered or certified mail or in person:

If to Landlord:

Campbell Clinic, P.C.

1400 S. Germantown Road
Germantown, TN 38138
Attn: CEO

If to Tenant:

Campbell Clinic Surgery Center, LLC
1400 S. Germantown Road
Germantown, TN 38138

Attn: Administrator

3.2  This Agreement constitutes the entire agreement of the parties with respect to
the subject matter hereof and may not be amended except by written instrument executed by
Landlord and Tenant. The section headings are inserted for convenience only and are in no way
intended to describe, interpret, define or limit the scope or content of this Agreement or any
provision hereof. This Agreement shall be construed and interpreted in accordance with the
laws of the State of Tennessee. This Agreement shall be binding upon and inure to the benefit
of the parties hereto and their respective heirs, successors and permitted assigns as the case
may be. Tenant shall have the right to transfer or assign any of its rights and interest under this
Agreement without obtaining the prior consent of Landlord. This Agreement may be executed
in any number of counterparts, each of which shall be deemed to be an original, and all of such
counterparts shall constitute one Agreement. To facilitate execution of this Agreement, the
parties may execute and exchange executed counterparts of the signature pages by e-mail.

2.



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by such
party, as of the date first above written.

LANDLORD:

Campbell Clinic, P.C.
a Tennessee Professional Corporation

CGef A ST

n' /
¢: K AEAR j"lé -
R

4

TENANT:

Campbell Clinic Surgery Center, LLC
a Tennessee Limited Liability

Y
By; "V .

Name: \;}M : S%Cfﬁd
Its: /%JFWﬂTSW
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THIS INSTRUMENT PREPARED BY AND RETURNABLE TO: ot
W. Joseph Aldridge
McDONNELL BOYD Peed recorded to correce Lhe
67 MADISON AVE,, SUITE 1200 dote of delfivery of deed and I‘H ..?044

s~

MEMPH]S. TENNESSEE 38103 trannfer af the praperty,

WARRANTY DEED

THIS Indenture made as of this 40§ Uay of January, 1993, by and between Frank
M, Campbell, Trustee, Russell E. Bloodworth, Jr,, Substitute Trustee, Sentes Crook
Taylor, Trustee and Beneficiary and Jere Lawrence Crook, I, Trustee and Beneficiary
under certain Trust Instrument dated December 26, 1957 recorded in Book 3937, Page
43 in the Register’s Office of Shelby County, Tennessee, or any amendments thercof of
record, and under Trust Agreement dated June 27, 1967 recorded in Book 6250, Page
188 in said Register’s Office, and any amendments or clarifications thereof of record,
and under Trust Instrument dated December 11, 1968 recorded in said Register’s Office
as Instrument No. E6 2147 ("Grantor”) and Campbell Clinic, Inc., ("Grantee®).

WITNESSETH: That for and in consideration of Ten Dollars ($10.00), cash in
hand paid, and other good and valuable considerations, the receipt of all of which is
bereby acknowledged, Grantor has bargained and sold and hereby bargains, sells,
conveys and confirms unto Grantee the real estate, situated and being in Germantown,
Shelby County, State of Tennessee described on the attached Eshibit A, which exhibit is

incorporated herein by reference.

This is part of the same property conveyed to Grantor hy Warranty Deed
recorded as Instrument No, N9 9509 in the Register's Office of Shelby County,
Tennessee. The foregaing description was 1aken from a survey prepared by Robert W,
Es!g R.LS., Tennessee oertification no, 1566, 4202 Reed Avenue, Memphis, Tennessee,
38108.

TO HAVE AND TO HOLD the aforedescribed real estate together with ali the
appurtenances and hereditaments thercunto belonging or in any wise appertaining unto
Grantee, their heirs, successors and assigns in fee simple forever.

Grantor hereby covenants with Grantee that it is lawfully seized in fee of the
aforedescribed real estale; that it has a good right to sell and convey the same; that the
title and quiet possession thereto it will warrant and forever defend against the Jawful
claims of all persons; and that the same 8 unencumbered, except for 1993 City of
Germantown and Shelby County Taxes which are not yet due and payable, all of which
are assumed by the Grantee, and conditions, resizictions and easements at Plat Book
140 page 45 in the Shelby County Register’s Office.

This Grant is made subject to the restrictions described on the attached Exhibit
"B".

The words Grantor and Gramiee as used herein shall mean “Grantars™ and
Granices”, respectively, if more than one person or entity be refersed to, and pranouns
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;!:lll tfne construed according to their gender and aumber according 1o the conteat
reof.

The undersigned hereby acknowledge themseives to be all of the trustees of the
Crook Trusts described above.

IN WITNESS WHEREOF, Grantor has caused this instrument to be executed by
and through its duly authorized trusices the day and year first above written.

SENTER CROOK TAYLOR, /
TRUSTEE AND BENEFICIARY

b0a L Groglow)

J LAWRENCE CROOK, 11I,
TRUSTEE AND BENEFICIARY

STATE OF TENNESSEE
COUNTY OF SHELBY

Before me, a Notary Public in and or said State and County personally appeared
Frank M. Campbell, Trustee, Russell E. Bloodworth, Jr., Substitute Trustee, Senter
Crook Taylor, Trustee and Beneficiary, and Jere Lawrence Crook, I, Trustee and
Beneficiary, with whom [ am persenally acquainted {(or proved on the basis of
satisfactory evidence to be the person(s)) and who, upon oath, acknowledged themselves
to be the uustees of the Crook Trusts, the within named bargainor, trusts created by . .
indentures under the laws of the State of Tennessee, and that they, in their capacities as ' i
such trustees, executed the foregoing instrument for the purposes therein contained by ;
subscribing their names as trustees, as their free act and deed and as the free act and l

deed of the Crook Trusts.
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WITNESS my hand and Notarial Seal at office this _ S _ dsy of Dledits s

— 1995, C
., neyt
%—M—— ‘M‘ba'z:ﬂ-’ . ..ﬂ”J . a
otary Public S RSCIAN
) S T BT T
My commission expires: . i ~_~’L.

SHANGCO DD TODOD RO RSTROQPOUDROCONOAANOTHIFNGRENPIR ORI COOWIEROODTR

I, or we, hereby swear or affirm that, to the best of affiant’s knowledge,
information and belief, the actual consideration for this transfer or value of the property
transferred whichever is greater, is § I, H& 3%3, 24 which amount is equal 10 or greater
gn the amount which the property t would command at 2 fair and voluntary
e.

1993,

ol

LA R g@ Public

2 ed + w
weally W 'h.ﬁ"

o NG - &

My commission expires: ..\ iSRG
-\,;3? "CO.»
“ottrpg

Property Address: o oicum tpwes At 13, 1909
VataaT

Part of Ward/District G02, Block 20, Parcel 366

Mail tax bills 1o
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DRescxiption of Property

Lot 5, Phase I, First Addition, Wolf River Center, being part of
the Senter Crook Taylor, et al, Trustee property located in
Garmantown, Shelby County Tennsssee and being more particularly
described as follows.

Beginning at a point in the proposed southerly Right of Way line
of Wolf River Boulevard (106' proposed R.O.W.), said point being
546.44 feet east of the east Right of Way line of Germantown Road
(R.O.W. varies), tbhence S 76" 55' 33" E, along said proposed
Right of Way line of Wolf River Boulevard, a distance of 119,47
feet to a point of curvature; thence along a curve teo the right
having & radius of 1347.00 feet an arc distance of 297.%8 feet
(chord S 70° 35* 19" E 297.37') to the northwest corner of
proposed lot 7; thence § 13" 40' 03" W, along the line dividing
lots 5 and 7, a distance of 888.71 feet to a point in the )
northerly Right of Way line of proposed Brierbrook Road; thence . .
northwestwardly, along said Right of Way line vith a curve to the i
left having a radius of 447.00 feet an arc distance of 275.85
feet (chord N58° 09' 48"W 271.49') to a point of compound
curvature; thence along a curve to the left having a radius of
5583.00 feet an arc distance of 113.38 feet to the southeast
corner of proposed lot 4; thence N 13 40° 0" E, along the line
dividing lots 4 and 5, a distance of 541.55 feet to the northeast
corner of proposed lot 4; thence N 75° 18' 27" W, along the
northerly line of lot 4, a distance of 44.01 faet to the
southeast corner of proposed lot 6; thence N 13° 40' 03" E, along
the line dividing lots 5 and 6, a distance of 290,68 feet to the
northeast corner of lot 6, said point being the point of

beginning.
The above described parcel contains an area of 7.50 Acraes.

The above property is of record in Plat Book 140, Page 45.
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The conveyance made by the attached Warranty Deed and the Grantee's title
thercin are subject to the restriction that prior to any development, including the
acquisition of any governmental approvals or building permits for grading, drainage,
water, sewer, phone, gas, cable, and electric improvements, the plans for the same shall
be delivered to the Grantor, and the Granwor have a right of reasonable approval
for such final plans. Such plans shall be decmed approved by the Grantor, if not
objected 1o within fifteen (15) days of receipt by hand delivesy to the Grantor, Such
owner’s right to approve plans shall be limited to approvals reasonably necessafy to
protect the Grantor’s surrounding property. This restriction shall remain in force and
effect until the earlier of (1) completion of development of Lot S, Phase |, First
Addition, Woll River Center, as recorded at Plat Book {% 9 Puge in the Shelby
County Register’s Office or (2) closing of the sale of Lot 7, I, First Addition, Wolf
River Center, as recorded in Plat Book |40 Page 45 in the Shelby County
Register’s Office.
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Plot Plan
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A-6B(2)

Floor Plans
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B-Need-3

Service Area Map
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B-Economic Feasibility-1E

Documentation of Construction Cost Estimate
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December 12, 2017

State of Tennessee

Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37220

Re: Campbell Clinic Ambulatory Surgery Center
Germantown, TN
Architect’s Project No: 16042

To Whom It May Concern:

Davis Stokes Collaborative, P.C. has been selected as the Architect for the proposed Campbell Clinic
ASC which will include eight (8) Operating Rooms and two (2) Procedure Rooms within approximately
32,000 square feet. We have prepared the schematic design, and upon CON approval will prepare the
construction documents, in accordance with applicable local, state and federal codes and the current AIA
guidelines. The location plan, site plan and schematic design are included within the CON application
being submitted by the Applicant.

This project will be design and built to conform with all applicable codes referenced below.
e State of TN Department of Health Code Requirements:
2012 International Building Code (IBC)
2012 LSC — NFPA — 101 Life Safety Code
2012 International Fire Code (IFC)
2012 International Plumbing Code (IPC)
2012 Internationa! Mechanical Code (IMC)
2009 International Energy Conservation Code (IECC)
2011 National Electric Code (NEC)
2012 International Fuel Gas Code
2010 ADA Americans with Disabilities Act Accessibility Guidelines
2010 FGI (formally AIA) Guidelines for Design and Construction of Hospital & Health Care
Facilities.

e City of Germantown, TN Code Requirements:
2015 International Building Code (IBC) with local amendments
2009 International Energy Conservation Code (IECC)
2008 National Electrical Code (NEC) with local amendments
2009 International Plumbing Code (IPC) with local amendments
2009 International Mechanical Code (IMC) with local amendments
2009 International Fuel Gas Code with local amendments
2009 ANSI/A117.1 Accessible and Usable Buildings and Facilities
2012 LSC — NFPA — 101 Life Safety Code
2009 International Fire Code with local Amendments

7121 Crossroads Blvd. Brentweod, TN 37027 Phone 615.726.0010  Fax 615.726.2090



In accordance with Certificate of Need Application Question 25(C), Davis Stokes Collaborative, P.C. is
offering a response to the anticipated construction costs for this project. This estimate of cost is based on
current construction market pricing adjusted for an anticipated construction start in the 4% quarter of

2018.

New Construction

32,000 gross square feet
@ $265.00 per sq. ft.

$

8.480,000.00

Site Preparation

Construction estimates

$

1,000,000.00

TOTAL

$ 9,480,000.00

The detailed floor plans submitted with the application clearly define the program and function of the

project.

Sincerely,

.y

Willie O. Stokes

Tennessee License #017157
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Documentation of
Funding/Financing Availability
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December 6, 2017

Melanie M. Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson State Office Building, Ninth Floor
500 Deaderick Street

Nashville, Tennessee 37243

RE:  Campbeli Clinic Surgery Center Relocation Project

Dear Mrs. Hill;

This letter is to pro ide assurance that First Tennessee Bank is familiar with the plan of the
Campbell Clinic, P.C. and the Campbell Clinic Surgery Center, LLC, to relocate the Surgery Center
into a new Medical Office Building to be developed by the Campbell Clinic on adjoining land.

Upon submittal and approval of a formal financing application, we would expect to be able to
provide both construction and permanent financing for this proiect. We understand that the
financing required would be in the form of two separate loans, one to the Clinic in the
approximate amount of $38,246,000 and a companion loan to the Campbell Clinic Surgery in the
approximate amount of $6,970,000.

The Ioan terms on this project would of course refiect market conditions at the time of loan
approval. Currently we would expect to finance this type of project at an interest rate of
approximately 5.00%, for a term of ten years for the Clinic and approximately 4.15%, for a term
of five years for the Surgery Center. Attached are two amortization schedules reflecting that

estimate, one for each borrower.

We look forward to helping with the financing of this project.

Sincerely,

/%w?f

Senior Vice President



Loan Calculator

Enter Values Loan Summa
Loan Amount| $  6.970,000.00 Scheduled Payment| §  128,835.51
Annual Interest Rate 415 % Scheduled Number of Payments 80
Loan Period in Years 5 Actual Number of Payments 60
Number of Payments Per Year 12 Total Early Paymerits| $ -
Start Date of Loan 6/1/2018 Total Interest| $§  760,130.38
Optional Extra Payments
Pmt Payment Beginning Scheduled Payme Total Ending
No. Date Balance Payment nt Payment Principal Interest Balance
1 7/1/2018 TB_,Q?'0.0UO.DO $ 12883551 § = $ 128,835.51 § 10473092 § 24104.58 § 6,865,269.08
2 8/1/2018  6,865,269.08 128,835.51 - 128,835.51 105,093.12 23,742.39 6,760,175.96
3 9/1/2018  6,760,175.96 128,835.51 - 128,835.51 105,456.56 23,378.94 8,654,710.39
4 10/1/2018  6,654,719.39 128,835.51 - 128,835.51 105,821.27 23,014.24 6,548,898.13
5 11/1/2018  6,548,898.13 128,835.51 - 128,835.51 108,187.23 22,648.27 6,442,710.89
[ 12/1/2018  6,442,710.89 128,835.61 - 128,835.51 106,554.46 22,281.04 6,336,156.43
7 1/4/2019  6,336,156.43 128,835.51 - 128,835.51 108,822.97 21,912.54 6,229,233.46
8 2/1/2019  8,229,233.46 128,835.61 - 128,835.51 107,292.74 21,542.77 6,121,040.72
9 3/4/2019  6,121,940.72 128,835.51 - 128,835.51 107,663.79 2117171 6,014,276.93
10 4/1/2019  6,014,276.93 128,835.51 - 128,835.51 108,036.13 20,799.37 5,908,240.80
11 5/1/2019  5,906,240.80 128,835.51 - 128,835.51 108,409,76 20,425.75 5,797,831.04
J2 6/1/2019  5,797,831.04 128,835.51 - 128,835.51 108,784.67 20,050.83 5,689,046.36
13 7112019  5,689,046.36 128,835.51 - 128,835.51 109,160.89 19,674.62 5,579,885.48
14 8/1/201¢  5,570,885.48 128,835.51 - 128,835.51 109,538.40 19,297.10 5,470,347.07
15 ©/1/2019  5,470,347.07 128,835.51 - 128,835.51 109,917.22 18,918.28 5,360,420.85
16 10/1/2019  5,360,429.85 128,835.51 - 128,835.51 110,297.35 18,538.15 5,250,132,50
17 11/1/2019  5,250,132.50 128,835.51 - 128,835.51 110,678.80 18,156.71 5,139,463.70
18 12/1/2019  5,135,4583.70 128,835.51 - 128,835.51 111,061.56 17,773.84 5,028,392.14
19 1/4/2020  5,028,392.14 128,835.51 - 128,835.51 111,445.65 17,389.86 4,916,946.49
20 2/1/2020  4,916,946.49 128,835.51 - 128,835.51 111,831.07 17,004.44 4,805,115.42
21 3/1/2020  4,805,115.42 128,835.51 - 128,835.51 112,217.82 16,617.69 4,692,897.81
22 4/1/2020  4,692,897.61 128,835.51 - 128,835.51 112,605.90 16,229.60 4,580,291.70
23 5/1/2020  4,580,291.70 128,835.51 - 128,835.51 112,995.33 15,840.18 4,4687,298.37
F_zg_‘ 6/1/2020  4,487,298.37 128,835.51 - 128,835.51 113,386.11 15,449.40 4,353,910.27
25 7/1/2020  4,3§83,910.27 128,835.51 - 128,835.51 113,778.23 15,057.27 4,240,132.03
26 8/1/2020  4,240,132.03 128,836.51 - 128,835.51 114,171.72 14,663.79 4,125,960.32
27 9/1/2020  4,125,960.32 128,835.61 - 128,835.51 114,566.56 14,268.95 4,011,393.76
28 10/1/2020  4,011,393.76 128,835.51 - 128,835.51 114,962.77 13,872.74 3,896,430.90
29 11/1/2020 3,896,430.69 128,835.51 - 128,835.51 115,360.35 13,475.16 3,781,070.64
30 12/1/2020  3,781,070.64 128,835,51 - 128,835.51 1186,769.30 13,076.20 3,685,311.33
31 1/4/2021 3,665,311.33 128,835.51 - 128,835.51 1186,1569.64 12,675.87 3,549,161.70
32 20172021 3,549,151.70 128,835.51 - 128,835.51 116,661.38 12,274.15 3,432,580.34
33 3/1/2021 3,432,590.34 128,835.51 - 128,835.51 116,964.46 11,871.04 3,315,625.87
34 41172021 3,315,625.87 128,835.51 - 128,835.51 117,368.97 11,466.54 3,198,256.91
35 5/1/2021  3,198,256.91 128,835.51 - 128,836.51 117,774.87 11,060.64 3,080,482.04
36 6/1/2021 3,080,482.04 128,835.51 - 128,835.51 118,182.17 10,653.33 2.962,200.87
37 7/112021 2,862,299.87 128,835.51 - 128,835.51 118,590.89 10,244.62 2,843,708.98
38 8/1/2021  2,843,708.98 128,835.61 - 128,836.51 119,001.01 9,834.49 2,724,707.97
38 9/1/2021 2,724,707.97 128,835.61 - 128,836.51 119,412.56 9,422,95 2,605,295.41
40 10/1/2021  2,605,295.41 128,835.51 - 128,835.51 119,825.63 9,009.98 2,485,460.88
41 11/1/2021 2,485,460.88 128,835.51 - 128,835.51 120,239.92 8,595.58 2,365,229.96
42 12112021 2,365,229.96 128,835.51 - 128,835.51 120,655.75 8,179.75 2,244,574.21
43 1/4/2022  2,244,574.21 128,6835.51 - 128,835.51 121,073.02 7,762.49 2,123,501.19
44 2112022  2,123,501.18 128,835.51 - 128,835.51 121,491.73 7,343.77 2.002,009.46
45 3/1/2022  2,002,002.46 128,835.51 - 128,835.51 121,911.88 6,923.62 1.880,097.57
48 4/1/2022 1,880,097.57 128,835.51 - 128,835.51 122,333.50 6,502.00 1,757,764.06
47 51112022 1,757,764.06 128,835.51 - 128,835.51 122,756.57 8,078.93 1,835,007.49
48 6/1/2022  1,635,007.49 128,835.51 - 128,835.51 123,181.11 5,854.40 1,511,826.39
48 71142022 1,511,826.39 128,835.51 - 128,835.51 123,607.11 5,228.40 1,988,219.28
50 8/1/2022 1,388,219.28 128,835.51 - 128,835.51 124,034.58 4,800.93 1,264,184.70
51 9/1/2022  1,264,184.70 128,835.51 - 128,835.51 124,463.53 4,371.97 1.138,721.16
52 10/1/2022  1,139,721.186 128,835.51 - 128,835.51 124,893.97 3,941.54 1,014,827.19
53 11/1/2022 1,014,827.19 128,835.51 - 128,835.51 125,325.90 3,509.81 889,501.30
54 12/1/2022 889,501.30 128,835.51 - 128,835.51 125,759.31 3,076.19 763,741.98
55 1112023 763,741.98 128,835.51 - 128,835.51 128,194.23 2,641.27 637,647.75
56 2/1/2023 637,547.75 128,835.51 - 128,835.51 126,630.65 2,204.85 510,917.10




Loan Calculator

Enter Val Loan Summai
Loan Amount] $ 38,246,000.00 Scheduled Payment| §  223,582.31
Annual interest Rate 5.00 % Scheduled Number of Payments 300
Loan Period In Years 25 Actual Number of Payments 300
Number of Payments Per Year _ 12 Total Early Payments| $ -
Start Date of Loan 6/1/2018 Total Interest| $ 28,828,602.18
Opfional Extra Payments
Pmt Payment Beginning Scheduled Paym Total Ending
No. Date Balance Payment ent Payment Principal Interest Bajance
T 7/1/2018 $ 3B,246,000.00 3 223,582.31 § - $ 22358231 $ 6422397 $ 159,358,33 $ 38,181,776.03
2 8/1/2018  38,181,776.03 223,682.31 - 223,582.31 64,491.57 158,080.73 38,117,284.45
3 9/1/2018  38,117,284.45 223,582.31 - 223,582.31 64,760.20 158,822.02 38,052,524.16
4 10/1/2018  38,052,524.16 223,582.31 - 223,582.31 65,030.12 168,552.18 37,987,494.04
5 11/1/2018  37,887.494.04 223,682.31 - 223,582.31 65,301.08 158,281.23 37,922,192.96
6 12/1/2018  37,922,192.96 223,582.31 - 223,582.31 65,573.17 158,009.14  37,856,619.79
7 1/1/2019  37,856,619.79 223,582.31 - 223,682.31 65,846.39 157,735.92 37,780,773.40
8 2/1/2019  37,790,773.40 223,582.31 - 223,582.31 66,120.75 157,481.56 37,724,652.65
9 3/1/2019  37,724,652.65 223,582.31 - 223,582.31 66,396.25 157,186.05 37,658,256.39
10 41/2019  37,658,258.39 223,582.31 - 223,582.31 66.672.91 156,809.40 37,591,583.49
11 8/1/2019  37,591,583.49 223,582.31 - 223,582.31 66,950.71 156,631.60 37,624,632.78
.2 6/1/2018  37,524,632.78 223,582.31 - 223,682.31 67,229.67 156,352.64 37,457,403.10
13 7/1/2018  37,457,402.10 223,682.31 - 223,582.31 67,509.79 156,072.61 37,389,893.31
14 8/1/2019  37,389,893.31 223,582.31 - 223,582.31 67,791.09 155,791.22 37,322,102.23
15 9/1/2019  37,322,102.23 223,582.31 - 223,582.31 68,073.55 155,508.76  37.254,028.68
16 10/1/2019  37,254,028.68 223,582.31 - 223,582.31 68,357.19 165,225.12 37,185,671.49
17 11/1/2019  37,185,671.49 223,582.31 - 223,582.31 68,642.01 154,940.30 37.117,020.48
18 12/1/2019  37,117,028.48 223,582.31 - 223,582.31 68,028.02 154,654.29 37,048,101.46
19 1/1/2020  37,048,101.46 223,582.31 223,582.31 69,215.22 154,367.08  36,978,888.24
20 21/2020  36,078,886.24 223,582.31 - 223,582.31 69,503.61 154,078.69 36,908,382.63
21 3/1/2020  36,909,382.63 223,582.31 223,582.31 69,793.21 153,789.09 36,839,680.42
22 4/1/2020  36,839,589.42 223,582.31 - 223,582.31 70,084.02 153,498.29 36,7689,505.40
23 5/1/2020  36,769,505.40 223,582.31 - 223,582.31 70,376.03 153,208.27 36,6806,129.36
L - 6/1/2020  36,699,129.36 223,682.31 223,582.31 70,660.27 152,913.04 36,628,460.10
25 7/1/2020  36,628,480.10 223,582.31 - 223,582.31 70,863.72 162,618.58 36,557,496.37
26 B/1/2020  38,557,486.37 223,582.31 - 223,582.31 71,258.41 162,322.90 36,486,236.97
27 9/1/2020  36,486,238.97 223,582.31 - 223,582.31 71,556.32 152,025.99  36,414,680.65
28 10/1/2020  36.414,680.85 223,582.31 - 223,582.31 71,854.47 151,727.84  36,342,826.18
29 11/1/2020  36,342,826.18 223,582.31 - 223,582.31 72,153.86 151,428.44 36,270,672.31
30 12/4/2020  36,270,672.31 223,582.31 - 223,582.31 72,454 51 151,127.80 36,198,217.80
31 1/1/2021  36,198,217.80 223,682.31 223,682.31 72,756.40 150,825.91 36,125,461.40
32 2/1/2021  36,125,461.40 223,582.31 - 223,582.31 73,059.55 150,622.76 36,052,401.85
33 3/1/2021  36,052,401.85 223,582.31 . 223,582.31 73,363.97 150,218.34 35,979,037.89
34 4/1/2021  35,979,037.89 223,582.31 - 223,582.31 73,6869.65 149,912.66 35,906,368.24
35 5/112021  356.905,368.24 223,582,31 - 223,582.31 73,976.61 148,605.70 35,831,391.63
36 6/1/2021  35,831,391.63 223,582.31 - 223,582.31 74,284.84 149,297.47 35,757,106.79
37 7/4/2021  35,757,1086.79 223,582.31 - 223,582.31 74.594.36 148,987.84 35,682,512.43
38 8/1/2021  35,662,512.43 223,562.31 - 223,562.31 74,905.17 148,677.14 35,607,607.25
39 9/1/2021  35,607,607.25 223,582.31 - 223,562.31 75,217.28 148,365.03 35,632,389.98
40 10/1/2021  35,532,389.98 223,582.31 - 223,582.31 75,530.68 148,051.62 35,456,859.30
41 11/1/2021  35,456,850.30 223,582.31 - 223,582.31 75,845.39 147,736.91 35,381,013.80
42 12/1/2021  35,381,013.90 223,582.31 - 223,5682.91 76,161.42 147,420.89 35,304,852.49
43 1/1/2022  35,304,862.49 223,582.31 - 223,582.31 76,478.76 147,103.55 35,228,373.73
44 2/1/2022  35,228,373.73 223,582.31 - 223,582.31 76,797.42 146,784.89 35,151,576.31
45 3M1/2022  35,151,576.31 223,582.31 - 223,582.31 77,117.41 146,464.90 35,074,458.91
46 4/1/2022  35,074,458.91 223,582.31 - 223,582.31 77,438.73 146,143.58 34,997,020.18
47 5/1/2022  34,997,020.18 223,582.31 - 223,582.31 77,761.39 145,820.92 34,919,258.79
43 6/1/2022  34,919,258.79 223,582.31 - 223,582.31 78,085.40 145,496.91 34,841,173.39
49 7/1/2022  34,841,173.39 223,582.31 - 223,562.31 78,410.75 145,171.56 34,762,762.64
50 B/1/2022  34,762,762.64 223,582.31 - 223,582.31 78,737.46 144,844.84 34,684,025.18
51 9/1/2022  34,684,025.18 223,582.31 - 223,582.31 79.085.54 144,516.77 34,604,950.64
52 10/1/2022  34,604,959.64 223,582.31 - 223,582.31 79,394.98 144,187.33 34,525,564.67
53 1111/2022  34,525,564.67 223,582.31 - 223,582.31 79,725.79 143,856.52 34,445,838.88
54 12/4/2022  34,445,838.88 223,582.31 - 223,582.31 80,057.98 143,524.33 34,365,780.90
56 1/1/2023  34,365,780.90 223,582.31 - 223,582.31 80,391.55 143,190.75 34,285,382.35
56 2/1/2023  34,285,389.35 223,582.31 - 223,582.31 80,726.52 142,855.79 34,204,662.83
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Income Statement
For The 11 Periods Ended 11/30/2017

GTWN
Campbell Clinic Surgery Ceriter LLC (CSC)
ORIGINAL ORIGINAL
Period to Date % PTD Budget % Yeat to Date % YTD Budget %
Revenua
Gross Patient Revenue - Orho GTWN 4,257,858 5% 3,482,948 B1% 42,061,490 82% 40,576,344 1%
Gross Patient Revenus - Paln GTWN 761,049 15% 834,256 19% 9,318,714 18% 9,719,079 19%
Total Revenue: 5,018,907 100% 4,317,204 100% §1,380,204 100% 60,298,423 100%
Adjustments
Confraciuai Adjustment - GTWN 3,868,156 T 3,308,768 TT% 39,690,197 % 39,547,150 7%
Total Adjustmenis: 3,863,166 % 3,308,768 ™% 39,590,197 % 38,547,150 %
Groas Profit: 1,185,761 3% 1,008,436 23% 11,790,007 23% 11,748,273 23%
Expanses
Personnel Expenzea
Sataries & Wages - Bus Office 42,207 1% 34,318 1% 407,642 1% 417,816 1%
Salanes & Wages - Clinical 175,700 4% 165,417 4% 1,909,303 4% 1,871,006 4%
Salaries & Wages - Gain/Bonus 0 0% 0 0% 126,896 0% 186,164 0%
Payroll Taxés 15,038 0% 12,381 0% 177453 0% 191,191 0%
Pargonnel - Education 365 0% 1,000 0% 5,304 0% 11,000 0%
Total Parsonnel Expenses: 233,301 6% 208,116 5% 2,625,498 5% 2,676,166 &%
Clinical Expenses
Clinic - Small Instrumerite 1,692 0% 4,567 0% 51,866 0% 50,237 0%
Clinic - Surgical Supplies 74,548 1% 93,603 2% 1,041,062 2% 1,029,523 2%
Clinic - implanis 244212 5% 225,240 6% 2,508,481 5% 2,477,640 5%
Clinic - Oxygen/Medical Gas 2,646 0% 2,233 0% 26,01 0% 24,563 0%
Clinic - Anesthesia Supplies 5433 0% 4,366 % 49,126 % 48,006 0%
Clinic - V-Solutions 3,614 % 2,986 0% 45,839 0% 32,838 0%
Clinic - Anesthesia Pharmacaulicals 12,153 0% 12,182 0% 129,983 % 134,002 0%
Clini¢ - Pharmaceuticals 17,643 0% 12,042 0% 152,119 0% 132,462 0%
Clinic - Sutires 10,227 % 6,468 0% 69,626 0% 71,148 0%
Clinie - Xray Fiim & Supplies 0 0% m 0% 4,314 0% 4,301 %
Clinic - Disposable Packs 2,510 0% 23,684 1% 185,356 0% 259424 1%
Clinic - Equip/instr Rental 872 0% 0 0% 60,924 0% 0 0%
Clinic - Trash/Madical Wasie 1,718 0% 11,569 0% 69,260 0% 127,259 0%
Clinle - Uniforms/Laundry 12,026 D% 18,524 0% 178,082 % 203,764 0%
Clinic - Food PatienVEmpioyee 4,952 0% 3,314 0% 36,140 0% 38,454 0%
Ciinic - Equip R&M Contract 28,560 1% 15,702 0% 276,910 o% 172,722 o
Clinic - Equip/insir R&M 488 0% 2,642 0% 7408 0% 27.962 0%
Clinic - Lab Services 102 0% 602 0% 2,516 0% 6,622 0%
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Income Statement
For The 11 Periods Ended 11/30/2017

GTWN
Campbell Clinic Surgery Center LLC (CSC)
ORIGINAL ORIGINAL

Period to Date % PTOD Budget % Year 10 Date % YTD Budge! %

Total Clinicel Expenses: 429,206 9% 439,904 10% 4,933,779 % 4,828,944 10%
Other Operating Expenses

Personnel - Contract Employees 2,953 % 1,667 0% 48,084 0% 18,337 0%
Faciity - RenvLeass 33,172 1% 38,397 1% §36,197 1% 422,361 1%
Faciiity - Property Taxes 28,797 1% [0 0% 28,797 % 0 0%
Fatilky - Utlites 9,359 0% 9,664 0% 107,208 0% 106,304 0%
Facitgy - Cable 0 0% 108 0% 1,178 0% 1,199 0%
Facility - Trash 1125 0% 1,099 0% 12,957 0% 12,089 0%
Facllity - Telephons 487 0% 433 % 5,777 % 4,763 0%
Faclfity - Bldg RepairMaint 8,776 0% 8,595 0% 78,401 0% 94,545 %
Faility - JanitorfHousekeeping 5,866 0% 5,354 0% 81,673 % 69,894 0%
Facility - Securtty Q 0% 417 0% 5,083 % 4,697 0%
Admin - DuesBdaks/Subs 22 0% 380 0% 7,311 % 4,180 0%
Admin - LicensesFees 893 0% 2,219 % 32617 0% 24,409 0%
Admin - Miscellaneous 0 0% 0 0% 300 0% Q 0%
Admin - Office Supplies 1677 0% 3,706 0% 41,21 0% 40,755 %
Adriin - Rent Office Equip 1,750 0% 1,239 0% 17,169 0% 13628 0%
Admin - Office Equip R&M 0 0% 13 0% 2 0% 143 0%
Admin - Minor Equipmend 0 0% 74 0% 4,120 0% 814 0%
Total Other Oparaling Expenses: 100,877 2% 73,365 2% 1,007,189 5 807,016 2%
Total Expenses: 763,384 15% 722,385 7% 8,466,445 6% 3,322,125 7%
Net Income from Operations: 392,367 8% 286,061 T 3,323,562 6% 3426,148 ™
Eaminge before Income Tax: 302,367 8% 286,051 % 3,328,662 % 3426,148 ™
Net Incoms (Loss): 392,367 8% 286,051 % 3,323,562 6% 3.426,148 7%

Run Date: 12/6/2017 4:05:08PM Page: 2
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Balance Sheet

As of 11/30/2017
Campbell Clinic Surgery Center LLC (CSC)
Assets
Current Assets
1010-000-00 Cash - Checking (FTB) $ 1,187,298.68
1020-000-00 Cash - Refund (FTB) $ 2,500.00
1090-000-00 Petty Cash $ 500.00
1210-000-00 A/R - Patients $ 3,684,872.05
1250-000-00 A/R Allowance - Cash Basis Adj $ -2,371,197.47
1299-000-00 Allowance Doubtful Accts $ -1,260,349.15
Total Current Assets: $ 1,243,624.11
Fixed Assets
1510-000-00 Ptant Prop & Eqpt - Med Eqpt $ 3,361,735.01
1511-000-00 Plant Prop & Eqpt - A/D Med Eq $ -3,084,116.63
1520-000-00 Plant Prop & Eqpt - Off Eqpt $ 263,845.56
1521-000-00 Plant Prop & Eqpt - A/D Off Eq $ -222,130.74
1525-000-00 Plant Prop & Eqpt - Software $ 46,816.00
1526-000-00 Plant Prop & Eqpt - A/D Softwr $ -46,816.00
1530-000-00 Plant Prop & Eqpt - Off Furn $ 65,835.92
1531-000-00 Plant Prop & Eqpt - A/D Off Fu $ -65,835.92
1540-000-00 Plant Prop & Eqpt - Sx Instru $ 811,534.91
1541-000-00 Plant Prop & Egpt - A/D Sx Ins $ -811,446.11
1550-000-00 Plant Prop & Eqpt - L/Hold Off $ 130,764.84
1551-000-00 Plant Prop & Eqpt - A/D L/H Of $ -110,683.14
Total Fixed Assets: $ 339,503.70
Total Assets: $  1,583127.81
Liabilities
2002-000-00 Accounts Payable Credit Card $ -136,411.10
2100-000-00 Payroll Liabilities Payable $ -0.05
2105-000-01 Insurance W/H (Dental) $ 1,903.56
2105-000-03 Insurance W/H (Cancer) $ 18.20
2105-000-05 Insurance W/H (Life) $ -59.30
2105-000-06 Insurance W/H (STD) $ -183.67
2105-000-08 Insurance W/H (Vision) $ 279.38
2106-000-00 Other Payroll W/H $ 143.50
2106-000-01 Other Payroll W/H (ID Shield/Legal) $ 84.27
2250-000-00 Note Payable - Magna Bank MTSC Equip Loan $ 93,102.75
Total Liabilities: $ -41,122.46
Equity
3100-000-00 Contributed Capital $ 1,000.00
3512-000-00 Distribution - Campbell Clinic $ -39,495,871.55
3900-000-00 Retained Earnings $ 36,188,361.81
3900-000-00 Retained Earnings-Current Year $ 4,930,760.01
Total Equity: $ 1,624,250.27
Total Liabilities & Equity: $ 1,583,127.81
Run Date: 12/7/2017 12:21:55PM Page: 1
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Income Statement
For The 12 Periods Ended 12/31/2016

GTWN
Campbeli Clinic Surgery Center LLC (CSC)
ORIGINAL ORIGINAL
Period to Date % PTD Budget % Year 1o Oate % YTD Budget %
Revenue
Gross Patlent Revenus - Ortho GTWN 4,700,903 8% 3,068,090 81% 45,581,179 82% 38977447 1%
Gross Pationt Revonue - Pain GTWN 889,680 13% 734,374 19% 10,049 426 18% 9,326,654 19%
Totsl Revenue: 5,390,563 100% 3,202,464 100% 55,630,604 100% 48,304,001 100%
Adjustments
Contractual Adjustment - GTWN 4,026,661 75% 2,890,633 8% 42,617,632 1% 36,711,040 76%
Total Adjustments: 4,026,681 6% 2890633 6% 4267632 7% 36,111,040 6%
Gross Profit 1,363,922 25% 912,831 24% 12,962,972 2% 11,592,861 4%
Expenses
Persanne! Expenses
Sularles & Wages - Bus Office 37,409 1% 34,752 1% 406,417 1% 451,778 1%
Salaries & Wages - Ciinical 176,951 % 160,621 4% 2,080,198 4% 1,956,772 4%
Salaries & Wages - Galn/Bonus 85,650 2% 30,000 1% 234,91 0% 120,000 0%
Payrofl Taxes 19,870 0% 14,880 0% 194,909 0% 193438 0%
Parsonnel - Edugation 368 % 1,000 0% 9,954 0% 12,000 0%
Taudl Persapnel Expanaes: 318,936 % 231,183 6% 2,906,399 5% 2,733,988 6%
Clinical Expenses
Clinie - Smafl Instruments 2,382 0% 3,398 0% 53,385 0% 40,718 0%
Clinic - Surgleal Supplies 71,843 1% 76,812 2% 1,048,607 2% 921,744 %
Chinic - implarts 138,275 % 167 658 4% 2.482,502 4% 1,891,888 4%
Clinic - Oxygen/Medical Gas 34 0% 1,808 0% 24177 0% 21,660 0%
Clinic - Anesthesia Supplies 2,287 0% 1935 [ 47,988 0% 23,220 0%
Clini¢ - I Solutlens 1,439 o 2,630 0% 32,684 0% 31,680 0%
Clinic - Anegthasia Pharmaceuticals 24,889 0% 8,208 0% 157,827 0% 98,460 0%
Ciinic - Pharmaceuticals 18,107 0% 11,832 0% 166,960 0% 141,984 %
Clinic - Sutures 3312 0% 4,656 0% nmns 0% 56,872 0%
Clinic - Xray Fiim & Supplies 0 0% 6 0% 4,568 0% 4,152 0%
Clinic - Dispoeable Packs 8,802 % 19,936 1% 251,184 0% 299,292 0%
Clinic - Trash/Medical Wasto 9,590 0% 6,386 0% 131,258 0% 76,632 0%
Clinie - Uniforrs/Laundry 6,421 0% 14,004 0% 189,141 % 169,048 0%
Clinic. - Food PatientEmployse 1,742 0% 2,922 0% 36,460 0% 36,084 0%
Clinic - Equip R&M Contract 14,708 0% 12,842 0% 178,931 0% 154,104 0%
Clinic - Equip/instr RaM 2,218 0% 1,818 0% 28,968 0% 21,780 0%
Clinle - Lsb Senvices 0 0% 166 D% 6,267 0% 2,003 0%
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Income Statement
For The 12 Periods Ended 12/31/2016

GTWN
Campbell Clinic Surgery Center LLC (€SC)
ORIGINAL ORIGINAL

Period.to Date % PTD Budgel % Year 1o Date % YTD Budget %

Total Clinicel Expenses: 303,323 &% 327,343 9% 4,881,890 % 3,928,127 8%
Other Operating Expenass

Personne! - Contract Employess 177 % 1,667 0% 80,741 0% 20,004 0%
Facifity - RentlLease 244 834 5% 33,000 1% 612,239 1% 396,000 1%
Facilty - Propernty Taxes 69,325 1% 105,623 3% 107,838 0% 105,623 0%
Facilfty - Utilitles 7.604 0% 11,664 0% 112,674 0% 138,768 %
Faciiity - Cablo 0 % 126 0% 121 0% 1,500 0%
Facility - Trash 1,114 0% 1;208 0% 12,809 % 16,576 0%
Facility - Talpphone " 0% 474 0% 5,044 0% 5,698 0%
Faclity - Bldg RepairMViain 8,740 0% 11,326 0% 101,014 0% 136,912 0%
Facility - Janitor/Housekeeping 9,345 0% 5,354 0% 66,324 % 54,248 0%
Facility - Security Q % 3.999 0% 4,950 0% 40,738 0%
Admin - Dues/Booka/Subs -80 0% 366 0% 6,821 0% 4,212 %
Admin - LicensesFees -2,060 0% 3,602 0% 33,985 0% 42,024 0%
Admin - Office Fumniture 0 0% 0 0% 108 0% 0 0%
Admin - Office Supplies 3,248 % 4,748 0% 40,623 0% 66,976 %
Admin - Renl Office Equip 193 % 962 % 18,978 0% 11,666 0%
Admin - Ofice Equip R&M 0 % 208 0% 193 (73 24986 0%
Admin - Minor Equipment 0 0% 19 0% 1,188 % 2,292 0%
Total Dther Operaling Expenses: 348,070 8% 183,798 6% 1,206,745 2% 1,043,723 2%
Total Expanses: 970,328 18% 742,294 20% 8993734 18% 7,106,336 16%
Net Income lrom Operations: 393,594 Th 170,637 4% 3,959,238 % 3887123 3%
Eamnings before Income Tax: 399,594 % 170,537 4% 3,969,238 7% 3881923 8%
Net Income (Loss): 393,594 % 170,537 4% 3,868,208 % 3B B
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Balance Sheet

As of 12/31/2016
Campbell Clinic Surgery Center LLC (CSC)
Assets
Current Assets
1010-000-00 Cash - Checking (FTB) $ 31,778.67
1090-000-00 Petty Cash $ 500.00
1210-000-00 A/R - Patients $ 3,788,990.70
1250-000-00 A/R Allowance - Cash Basis Adj $ -2,528,641.55
1299-000-00 Allowance Doubtful Accts $ -1,260,349.15
Total Current Assets: 32,278.67
Fixed Assets
1510-000-00 Plant Prop & Eqpt - Med Eqpt $ 3,058,880.47
1511-000-00 Plant Prop & Eqpt - A/D Med Eq $ -2,822,284.73
1520-000-00 Plant Prop & Eqpt - Off Eqpt $ 194,175.56
1521-000-00 Plant Prop & Eqgpt - A/D Off Eq $ -176,293.19
1525-000-00 Plant Prop & Eqpt - Software $ 46,816.00
1526-000-00 Plant Prop & Eqpt - A/D Softwr $ -46,816.00
1530-000-00 Plant Prop & Egpt - Off Fum % 65,835.92
1531-000-00 Plant Prop & Eqpt - A/D Off Fu $ -65,835.92
1540-000-00 Plant Prop & Eqpt - Sx Instru $ 811,5634.91
1541-000-00 Plant Prop & Eqpt - A/D Sx Ins $ -811,229.08
1550-000-00 Plant Prop & Eqpt - L/Hold Off $ 130,764.84
1551-000-00 Plant Prop & Egpt - A/D L/H Of $ -108,805.11
Total Fixed Assets: 276,743.67
Total Assets: 309,022.34
Liabilities
2100-000-00 Payroll Liabilities Payable $ -0.04
2105-000-01 Insurance W/H (Dental) $ 3,019.11
2105-000-03 Insurance W/H (Cancer) $ 18.20
2105-000-08 Insurance W/H (Vision) $ -482.40
2150-000-00 Cafeteria Plan Payable $ -499.98
2250-000-00 Note Payable - Magna Bank MTSC Equip Loan $ 183,477.19
Total Liabilities: 185,532.08
Equity
3100-000-00 Contributed Capital $ 1,000.00
3512-000-00 Distribution - Campbell Clinic $ -36,065871.55
3900-000-00 Retained Earmings $ 30,758,108.24
3900-000-00 Retained Eamings-Current Year $ 5,430,253.57
Total Equity: 123,490.26
Total Liabillties & Equity: 309,022.34
Run Date: 12/7/2017 12:23:21PM Page: 1
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STATE OF TENNESSEE

DEPARTMENT OF HEALTH
WEST TENNESSEE HEALTH CARE FACILITIES
2975 C HIGHWAY 45 BYPASS
JACKSON, TENNESSEE 38306
731-984-9684

November 28, 2016

Ms. Cynthia Armistead
Campbelt Clinic Surgery Center
1410 Brierbrook Road
Germantown, TN 38138

RE: Follow-up Life Safety Survey -~ 11/17/16

Dear Ms. Armistead:

On November 17, 2016, a surveyor from our office completed a revisit to verify that your
facility had achieved and maintained compliance. Based on our revisit, we found that your
facility had demonstrated compliance with deficiencies cited on the recertification life safety
survey conducted on August 24, 2016.

If this office may be of any assistance to you, please do not hesitate to call the West
Tennessee Regional Office at 731-684-9711.

Sincerely,

Kathy Zeigler, PHNC2

Kathy Zeigler, RN
Public Health Nurse Consuitant 2

KZ/aﬁ}ﬁ?



STATE OF TENNESSEE

DEPARTMENT OF HEALTH
WEST TENNESSEE HEALTH CARE FACILITIES
2975 C HIGHWAY 45 BYPASS
JACKSON, TENNESSEE 38305
731-964-9684

IMPORTANT NOTICE - PLEASE READ CAREFULLY
(Receipt of this notice presmmed to be 11/01/16 - date netice emailed/faxed.)

November 1, 2014

Ms. Cynthia Armistead
Campbeli Clinic Surgery Center
1410 Brierbrook Road
Germantown, TN 38138

RE: Unaccepfable Plan of Comrectlion
Follow-up Life Safety Survey ~9/26/16

Dear Ms. Armistead:

Enclosed is another copy of the statement of deficiencies as a result of your follow-up
life safety survey that was completed on Sepfember 26, 2016. Based upon §488.28,
you were asked to submit an acceptable plan of correction for achieving compliance within
(10) days from the date of that original letter (October 27, 2016). Corrective action must
be achieved no later than forty-five (45) days from the date of the survey (November 10,
2016). Your Plan of Correction was reviewed and found o be unaccepfable due to
the following reasons:

Tag K 130
¢ Plan of comection must include the fire stop systems that will be used to repair

fhe penelrations.
o Plan of correction must include how you will prevent the same deficiency from

happening again.

To be acceptable, a plan of correction must respond to each deficiency noted
stating specifically how each deficiency will be corrected and give the approximate
date of completion. i is essential for purposes of clarification, as well as your best
interest, that your plan of correction specifies the exact measures which will be taken
to corect each deficiency. As both the statementis of deficiencies and plans of
correction are subject 1o public disclosure, statements such as will comply by, will
complete by, and already corrected will not be considered acceptable.



Your plan of corection must contain the following indicators:

» How the deficiency will be corrected.
» How the facility will prevent the same deficiency from recuring.
» The date the deficiency will be corrected.

> How the corrective action will be monitored to ensure that the deficient pracfice
does not recur.

» Only fitles can be used in your Plan of Corrections; no proper names.

Whenever possible, please contain your plan of comection responses fo the form
funished to you. In the event you need additiondl space, please confinue your
response on your letterhead or on plain stafionery with the name of your facility,
address and other identifying information. The Plan of Comrection must be submitied
on the enclosed CMS$ Form 2567, signed, fitled and dated by the administrator or
representative before it is considered “acceptable”.

An acceptable Plan of Cortrection is required in order for this office to recommend
that your facllity be licensed. If assistance is needed, please feel free to call me at
731-984-9711.

Sincerely
rathy Zeigler, PHNC2

Kathy Zeigier, RN
Public Health Nurse Consultant i

KZ/ab
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PRINTED: 14/01/2016

DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NO. 0938-0391
STATEMERT OF DEFIGIENCIES {X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION {X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING 84 - MAIK BUILDING 01 COMPLETED
R
4408001117 B. WING 09/26/2016
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIF CODE
1410 BRIERBRODOK ROAD
CAMPBELL CLINIC SURGERY CENTER LLC GERMANTOWN, TN 38138
(X4) ID SUMMARY STATEMENT OF DEFICIENCIES Poop PROVIDER'S PLAN OF CORRECTION *8)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL ! PREFIX {EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) : TAG i CROSS-REFERENCED TO THE APPROPRIATE DATE
i H : DEFICIENCY) :
h ! : i
i : i
{K 130} | 416.44(b)(1) MISCELLANEOUS ‘ {K 130}, /[é / ”/ 5} ! Z("
] H P }
. OTHER LSC DEFICIENCY NOT ON 2786 3 @

"This STANDARD s not met as evidenced by:

~ National Fire Protaction Association (NFPA) 101,
18.2,3.2.4.2 (2000 Ed.)

i Pipes, conduits, bus ducts, cables, wires, air |
| ducts, pneumatic tubes and ducts, and similar | ! / N
| building service equipment that pass through fire | P ; . '
| barriers shall be protected as follows: i %ﬁM L/-{:

{ (1) The space between the penetrating item and L

| the fire barrier shall meet one of the following | N M
| conditions: LS R\ 1P

la. It shall be filed with a material that is capable ‘ ,

; g; maintaining the fire resistance of the fire l. s . i,

% er., i i " '

b, Itshall be protected by an approved device f 2 7 :

%th?t:!%geslgned for the speﬁieﬁc purpose.l | l mﬁﬁ’ e UL 5 l{ﬁm N, WL ! 05“/

(2 ere the penetrating item uses a sleeve to | ¢ a

ponairats he e bairier, he iceve sllbe !_ UL UL Snsten AL HB D

: solidly set in the fire barrier, and the space ! 2l -

| between the item and the sleeve shall meet one | JelL. 2 el })@{W‘L #WL 2128
of the following conditions: '

‘a. It shall be filled with a material that is capable : U Lz eUul ﬁjﬁ&m, ke WL~ 3 30

. of maintaining the fire resistancs of the fire -

 bartier. | &L }eludﬁyjmﬁ W-L- 1403
h. It shall be protected by a!; approved device " “r L :} 13

: that is designed for the specific purpose. -] =

| (3) *Insulation and coverings for pipes and ducts | ; M'UL/& MJ—- W b

| shall not pass through ihe fire barrier unjess one | i # WLI | q

 of the following conditions is met: 3o -l fell) Sl,agmu, 03

‘a. The material shall be capable of maintaining

the fire resistance of tha fire barrier. 3.5, -UL gw L &Wu} W- L— Ic5 if

b, The materiai shall be protected by an
. approved device that is designed for the specific |

‘ purpose. |
(4) Where designs take transmission of vibration | ; ( Ce n:f;b 2N
-into consideration, any vibration isolation shall | i -2
- meet one of the following conditions: T ' %yt
i

i@ It shall be made on either side of the fire

L

LABORAJORY DIRECTOR'S ER/SUPPLIER REPRESENTATIVE'S SIGNATURE ‘ " TITLE X8) DATE
' 1/75‘2:6 ‘ H‘)l)}ﬁﬁf’)ﬁf LA L " 7=/

Any noy statement ending with an asterisk () denotes a deficiency which the instiftition ay be excused from correcting providing it is determined th
other safeguards provide sufficient protection to the patients. (See instructions.) Except for nursing homes, the findings stated ahove are disclosable 80 days
“sllowing the date of survey whether or not a plan of correction & provided. For nursing homes, the above findings and plans of comection are disclosable 14

ye followlnrﬂ% ithe date these documants are made avallable to the facility. If deficlencies are cited, an approved plan of correction is requisite to continued
program participation.

FORM c'w'ls-'zss"r'(o_zéé') Pravious Verslons Obsolete Event ID: LXYC22 Faulﬂly. Ib: TNP535138 R If contiﬁuaﬂon sheet Pagg 1 ofa



DEPARTMENT OF HEALTH AND HUMAN SERVICES
CENTERS FOR MEDICARE & MEDICAID SERVICES

PRINTED: 11/01/2018
FORM APPROVED
OMB NO. 0938-0391

STATEMENT OF DEFICIENCIES {X1) PROVIDER/SUPPLIER/CLIA (R2) MULTIPLE CONSTRUCTIOM (3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A. BUILDING D1 ~ MAIN BUILDING 85 COMPLETED
R
44000019117 B.WING 08/26/2016
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
CAMPBELL CLINIC SURGERY CENTER LL.C 2;;;:::333:5;:0:1 38
X4y D SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION 8
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX {EACH CORRECTIVE ACTION SHOULD BE | COMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) | TAG caoss-nereneggg&g g\l'-l)E APPROPRIATE DATE
| . -
{K 130} | Continued From page 1 | K 130} K-130 P | l 5} (g
barler. | 3.e. UV L/LLLL Slf’é&m# WL-1 d&
b. It shall be made by an approved device that
is designed for the specific purpose. 3 0] 1)) L_lLLLLSﬂybgmH W-L- J?ﬁg
Based on observations, the facility falied to -
comply with the required life safety and building &, & UL PUL SUP”’“‘- H "ﬂ* }ﬂ@é'*}
code regulations. '
P | !)L}(LL[L m!ihf- L’ D5y
The findings included: i
1. Observation on 9/26/16 at 2:30 PM, revealed ‘3 6 . LLL_/@?,&_ _ A W- L" / DS\L
r:the following penetrations in the exterior hf . [ 057‘}
{ mechanical room had unapprovad fire stop: | 1 } I he
la. 2 conduits above the QA panel. : 3 }‘ / C,LL ]" LA
|
' b. a brace above the strut was sealed with M M
' unapproved fire stop. M?)&) W j
'¢. & metal condults and 1 polyvinyl chioride E &J‘j&’m VAL L
i conduit were not sealed with approved fire stop or T 5 1 2 ﬁi, ?I)
! methods in the corner above the B panel. '(/1 ' aﬁ.) o } 1 5// !
i d the ceiling joist above the steam generator |
[ had unapproved fire stop. t ) ; )
ie an unapproved drywall patch. { &MIP %LLC/ /2|
| f. the deck seam and ceiling joist above the &.ﬂ
 exhaust panels had unapproved fire stop. 0)2 ‘11) éLU« / l;ﬁl B R_f)
i National Fire Protection Association (NFPA) 101,
:8.2.3.2.4.2 (2000 Ed.) f_m U} mn oL
' 3. Observation on 8/24/16 at 8:55 AM, revealed L L
| the medical gas manifold room had the following . [
| penetrations in the 2 hour fire rated walls: l é &/tLOL
: a. an unapproved drywall patch. | ‘
E
| b. unapproved fire stop around the nitrogen line. u{j@ LMW,
| L C@k . Oh, %éi 2
FORM CIMS-2567(02-29) Previous Varsions Obsolete Evert ID:LXYC22 Faclity ID: TNP§36138 oontinuaﬂon siieetPdge 20f3



PRINTED: 11/0%/2016

DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NO. 0838-D39'%
STATEMENT OF DEFICIENCIES {X1) PROVIDER/SUPPLIER/CLIA £42) MULTIPLE CONSTRUCTION (X3) DATE SURVEY
ARD PLAN OF CORRECTION IDENTIEICATION NUMBER! A BUILDING 01 - MAIN BUILDING 04 COMPLETED
R
44C0004447 B. WING (9/26/2016
" NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
; 1410 BRIERBROOK ROAD
CAMPRBELL CLINIC S8URGERY CENTER LLC | GERMANTOWN, TN 38138
X4y SUMMARY STATEMENT OF DEFICIENCIES ! D PROVIDER'S PLAN OF CORRECTION (X8)
PREFIX | (EACH DEFICIENCY MUST BE PRECEDED BY FULL | PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG | REGULATORY OR LSC IDENTIFYING INFORMATION) I TAG cnoss-ne#easggcgg TE’ONCT%IEAPPROPRIATE DATE:
i | g

| t Z
{K 130} | Continued From page 2 - {K 130} HLL Hr'@’i’,}u 789} "/{0?& 52

| ¢. unapproved fire stop around the oxygen fine. v

| ;CCL)R;}QM E&m

d. unapproved fire stop around the metallic flex ,
: from the nitrogen panel. ; .

8. unapproved fire stop around multiple metallic [ o 4 ; A ".
conduits. '_Lé Ui,bl'l/ﬂ,éé D Puuiﬁm

f. the opposite wall had blue unapproved fire stop

material used to seal a 1 1/2 inch conduit,
Surtho, o ungurl fekd

g. a2 1/2 inch sprinkier line had unapproved fire |

stop at wall. ' é UU. w,m :
h. 3 penetrations had unapproved fire stop.. : GRE V}M:t

National Fire Protection Assaciation (NFPA) 101, 1@{;)1}0 Remised. Lb{lﬁ"/

£8.2.3.2.4.2 (2000 Ed.) : !

! These findings were verified during the survey by | Wf La!D)U RL M N ,ét//

| the maintenance director and acknowledged by | ,

: the administrator during the exit conferenceon | i .
B s, CoplulC i

laszs. T

ok Ib JLnM'
- aach v P?fﬁac -
C widh alse be Mot L

FORM CMS-2587(02-09) Previous Verslons Obsolele Event ID:EXYC22 Facitity (D: TNP535138 '[E_qomhuﬁ{!,on gheet Page 30of 3
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Tuesday, December 12,2017 at 12:56:59 PM Central Standard Time

Subject: RE: revised draft 2 of application--first of two emails
Date: Tuesday, December 12, 2017 at 12:40:38 PM Central Standard Time

From: Hernandez, George
To: John Wellborn, Phillips, Brant
CC: Thompson, Patti, Shumate, Daniel H., Armistead, Cindy

Rates of Total Joint Replacement Utilization in
the U.S.: Future Projections to 2020-2040 Using
the National Inpatient Sample

Jasvinder A. Singh and Shaohua Yu, University of Alabama at Birmingham, Birmingham,
AL

Meeting: 2017 ACR/ARHP Annual Meefing
Date of first publication: September 18, 2017
Keywords: Arthroplasty, epidemiologic methods and health, Hip, Knee
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| Save to PDF|

SESSION INFORMATION

Date: Sunday. November 5, 2017

Session Title: Orthopedics. Low Back Pain and Rehabilitation Pos
Session Type: ACR Poster Session A

Session Time: 9:00AM-11:00AM
Background/Purpose: To project the future utilization of total hip and knee joint

arthroplasty (THA, TKA).

Methods: We used the 2000-2010 U.S. National Inpatient Sample combined with Census
Bureau data to develop projections for primary and revision THA and TKA from 2020 to
2040 using negative binomial regression.

Results: Predicted total annual counts for THA and TKA utilization in the U.S. by
2020, 2025, 2030 and 2040 are (in thousands): primary THA, 527 (95% Cl, 495, 561),
765 (95% Cl, 712, 823), 1087 (95% Cl, 999, 1184) and 2040 (95% ClI, 1828, 2081);
primary TKA, 1611 (95% Cl, 1531, 1699), 2675 (95% Cl, 2516, 2847); 4306 (95% Cl,
4008, 4632) and 10314 (95% Cl, 9391, 11343); revision THA 56 (95% Cl, 51, 61), 68
(95% Cl, 61, 76), 82 (95% Cl, 72, 93) and 204 (95% ClI, 183, 228); and revision TKA, 153
(95% Cl, 140, 168), 250 (95% Cl, 226, 279), 399 (95% ClI, 353, 452) and 1031 ((95% CI,
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939, 1134) (Figures 1 and 2). The utilization is projected to increase for both females and
males (Figure 3), all age groups and all race/ethnicities (data not shown).

Conclusion: Significant increases in THA and TKA utilization are expected in the future. A
policy change may be needed to meet increased demand.

FIGURES

Figure 1. The projected annual total utilization of primary total hip arthroplasty (THA) and
total knee arthroplasty (TKA) procedures (in thousands) in the United States from 2020 to
2040
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Figure 2. The projected annual total utilization of revision total hip arthroplasty (THA) and
total knee arthroplasty (TKA) procedures (in thousands) in the United States from 2020 to
2040
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Figure 3. The projected annual total utilization of primary total Knee arthroplasty (TKA)
procedures in the United States from 2020 to 2040 by sex
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Disclosure: J. A. Singh, Takeda and Savient, 2,Savient, Takeda, Regeneron, Merz, Iroko,
Bioiberica, Crealta/Horizon and Allergan pharmaceuticals, WebMD, UBM LLC and the
American College of Rheumatology., 5,JAS serves as the principal investigator for an
investigator-initiated study funded by Horizon pharmaceuticals through a grant to DINORA,
Inc., a 501 (c)(3) entity., 9,JAS is a member of the executive of OMERACT, an organization
that develops outcome measures in rheumatology and receives arms-length funding from
36 companies., 9,JAS is the editor and the Director of the UAB Cochrane Musculoskeletal
Group Satellite Center on Network Meta-analysis., 9,Jas is a member of the American
College of Rheumatology's (ACR) Annual Meeting Planning Committee (AMPC); Chair of
the ACR Meet-the-Professor, Workshop and Study Group Subcommittee., 9,a member of
the Veterans Affairs Rheumatology Field Advisory Committee, 9; S. Yu, None.

To cite this abstract in AMA style:

Singh JA, Yu S. Rates of Total Joint Replacement Utilization in the U.S.: Future Projections
to 2020-2040 Using the National Inpatient Sample [abstract]. Arthritis Rheumatol. 2017; 69
(supp! 10). http://acrabstracts.org/abstract/rates-of-total-joint-replacement-utilization-in-the-
u-s-future-projections-to-2020-2040-using-the-national-inpatient-sample/. Accessed
December 12, 2017.
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Total Knéé F?eplacmét urgery By the
Numbers
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By 2030, total knee replacement surgeries are projected to grow 673% to 3.5 million

procedures per year’
Nearly 1/2 of American adults develop knee osteoarthritis in at least one knee of their

lifetime?
More than 90% of people who have knee replacement surgery experience a dramatic
reduction of knee pain®
In 2008, 63% of all knee replacement operations were performed on women#
80% of osteoarthritis patients have some degree of movement limitation®
Job-related knee osteoarthritis costs $3.4 to $13.2 billion per year®
On average, knee replacement surgery direct costs = $20,704 but societal savings =
$39,6977
Knee replacement surgery societal savings:
» 85% from increased earnings
, 15% from fewer work days and lower disability payments®
Lifetime societal net benefit for knee replacement patients averaged between $10,000-
$30,000°
$12 billion in total societal savings over patients’ lifetimes from 600,000 knee replacements
performed in 200910
Download as a PDF

Sources:

Cisternas MG, MGC Data Svcs, Murphy L, Croft JB, Helmick CG. Racial Disparities in Total Knee Replacement among
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Medicare Enrollees — United States, 2000-2006. MMWR 2009,;58(6):134-8

Centers for Disease Control and Prevention, National Center for Chronic Disease Prevention and Health Promaotion.
Spotlight Knee Replacement; http://www.cdc.gov/arthritis/resources/spotlights/kneereplacements.htm

Kurtz SM, Lau E, Ong K, et al. Future young patient demand for primary and revision joint replacement: national
projections from 2010 to 2030. Clin Orthop Relat Res. 2009; 467:2606-2612. Total Knee Replacement Surgery By the
Numbers ANationInMotion.org

2008 Nationwide Inpatient Sample, Healthcare Cost and Utilization Project (HCUP). Agency for Healthcare Research and
Quality.

Centers for Disease Ceontrol and Prevention, Division of Adult and Community Health, National Center for Chronic Disease
Prevention and Health Promation. Osteoarthritis; http://www.cdc.gov/arthritis/basics/ostecarthritis.htm

Bitton, R. The Economic Burden of Osteoarthritis. Am J Manag Care. 2009; 15:8230-8235.
http://www.ajmc.com/publications/supplement/2009/ A235_09sep_Osteoarthritis

Ruiz D, Koenig L, Dall T, et. al. The Direct and Indirect Costs to Society of Treatment for End-Stage Knee Osteoarthritis. J
Bone Joint Surg Am., 2013; 95: 1473-80.

Ruiz D, Koenig L, Dall T, et. al. The Direct and Indirect Costs to Society of Treatment for End-Stage Knee Osteoarthritis. J
Bone Joint Surg Am., 2013; 95: 1473-80.

Ruiz D, Koenig L, Dall T, et. al. The Direct and Indirect Costs to Society of Treatment for End-Stage Knee Osteoarthritis. J
Bone Joint Surg Am., 2013; 95: 1473-80.

.. Ruiz D, Koenig L, Dall T, et. al. The Direct and Indirect Costs to Society of Treatment for End-Stage Knee Osteoarthritis. J
Bone Joint Surg Am., 2013; 95: 1473-80.

4
Fast Facts

Half the patients now receiving knee replacements are younger than 65 years of age, and
most of them are in the workforce.

Study found lifetime societal savings of about $12 billion from the more than 600,000 total
knee replacement surgeries performed each year in the U.S.

Demand for total knee replacement surgery is expected to exceed 3 million by the year
2030, which could total $60 billion in lifetime societal savings from patients receiving the
treatment that year alone.

The full results of the study are available in the August 21 issue of the Journal of Bone and
Joint Surgery.

Tesr Tormmar oo Bospds Jois NRakey

] B:] S

Read the full study here.

Click here to waich one patient’s experience with total knee replacement.
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Tuesday, December 12,2017 at 12:57:15 PM Central Standard Time

Subject: RE: revised draft 2 of application--first of two emails
Date: Tuesday, December 12, 2017 at 12:37:28 PM Central Standard Time

From: Hernandez, George
To: John Wellborn, Phillips, Brant
CC: Thompson, Patti, Shumate, Daniel H., Armistead, Cindy

Projections of primary and revision hip and knee
arthroplasty in the United States from 2005 to 2030.

Kurtz S, Ong K, Lau E, Mowat F, Halpern M.
Author information

Abstract
BACKGROUND:

Over the past decade, there has been an increase in the number of revision total hip and knee

arthroplasties performed in the United States. The purpose of this study was to formulate projections for
the number of primary and revision total hip and knee arthroplasties that will be performed in the United
States through 2030.

METHODS:

The Nationwide Inpatient Sample (1990 to 2003) was used in conjunction with United States Census
Bureau data to quantify primary and revision arthroplasty rates as a function of age, gender, race and/or
ethnicity, and census region. Projections were performed with use of Poisson regression on historical

procedure rates in combination with population projections from 2005 to 2030.

RESULTS:

By 2030, the demand for primary total hip arthroplasties is estimated to grow by 174% to 572,000. The
demand for primary total knee arthroplasties is projected to grow by 673% to 3.48 million procedures.
The demand for hip revision procedures is projected to double by the year 2026, while the demand for
knee revisions is expected to double by 2015. Although hip revisions are currently more frequently
performed than knee revisions, the demand for knee revisions is expected to surpass the demand for hip
revisions after 2007. Overall, total hip and total knee revisions are projected to grow by 137% and 601%,
respectively, between 2005 and 2030.

CONCLUSIONS:
These large projected increases in demand for total hip and knee arthroplasties provide a quantitative
basis for future policy decisions related to the numbers of orthopaedic surgeons needed to perform these

procedures and the deployment of appropriate resources to serve this need.

PMID:

17403800
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Tuesday, December 12,2017 at 12:57:21 PM Central Standard Time

Subject: RE: revised draft 2 of application--first of two emails
Date: Tuesday, December 12, 2017 at 12:34:31 PM Central Standard Time

From: Hernandez, George
To: John Wellborn, Phillips, Brant
CC: Thompson, Patti, Shumate, Daniel H., Armistead, Cindy

Total joint arthroplasty poised to see
incredible growth in the coming decades

Douglas W. Jackson, MD, asks Steven M. Kurtz, PhD, and Kevin L. Ong,
PhD, four questions about the projected rise in demand for joint
arthroplasty.

Osthopedics Teday, August 2007
Douglos W. Jackson, MU

Projections on future joint arthroplasty demands have not been
accurate in the past because many factors may be unseen at the
time a prediction is made. For example, the advent and impact of

\ Questions / . . . .
\"--.‘n'ﬁn ey arthroscopic surgery led to a significant increase in the number of

o

surgeries performed by orthopedic surgeons over what that was
anticipated.

SEE ALSO

New primary care delivery approaches could reduce projecied...

Substantial physician shortage expected over next decade

New report finds risk of optometrist shortage

This month’s 4-Questions takes on the anticipated increase in joint arthroplasty
procedures over the next 25 years. To provide us with data and special insight, |
turned to Steven M. Kurtz, PhD, and Kevin L. Ong, PhD, to answer specific
questions related to this projected increase in demand for orthopedic surgeons
doing joint arthroplasty.

Douglas W. Jackson, MD: What is the projected demand for primary and
revision total hip and knee replacement in the United States by 20307

Steven M. Kurtz, PhD, and Kevin L. Ong, PhD: By 2030, the demand for
primary total hip arthroplasty (THA) is estimated to grow annually from 209,000 to
572,000 and the demand for primary total knee arthroplasty (TKA) is projected to

Page 1 of 8



grow from 450,000 to 3.48 million procedures.
Total hip revisions are projected to grow from 40,800 in 2005 to 96,700 in 2030.

Total knee revisions are projected to grow from 38,300 in 2005 to 268,200 in
2030.

Jackson: What percentages of growth does this represent from the current level?

Kurtz and Ong: The projected demand change for primary THA is an increase of
174% and the demand for primary TKA is a 673% increase by the year 2030. The
rise in total hip revision procedures will be a 137% increase by that time.

If the trends that have been observed from 1990-2003 are to continue, TKA
revisions are projected to grow by 601%. The demand for hip revision procedures
is projected to double by the year 2026, while the demand for knee revisions is
expected to double by 2015.

From: John Wellborn [mailto;jwdsg@comcast.net]

Sent: Tuesday, December 12, 2017 11:53 AM

To: Hernandez, George; Phillips, Brant

Cc: Thompson, Patti; Shumate, Daniel H.; Armistead, Cindy
Subject: Re: revised draft 2 of application--first of two emails

It is important to know before fling who owns the MT license now: the PC or the CCSC LLC

John Wellborn

Development Support Group
4219 Hillsboro Road, Suite 210
Nashville, TN 37215
615-665-2022 office
615-438-6709 mobile

From: George Hernandez <ghernandez@campbellclinic.com>

Date: Tuesday, December 12, 2017 at 11:34 AM

To: Brant Phillips <bphillips@bassberry.com>, John Wellborn <jwdsg@comcast.net>

Cc: "Thompson, Patti" <pthompson@campbelliclinic.com>, "Shumate, Daniel H."
<dshumate@campbellclinic.com>, "Armistead, Cindy" <carmistea lsurg.com>
Subject: RE: revised draft 2 of application--first of two emails

If this is an issue that must be resolved prior to filing, then we need Cindy Reisz and/or Buddy McDaniel to
clarify. However, I'm not certain how critical the question is being asked relative to the current CON

Page 2 of 8
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State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9834

January 3, 2018

John Wellborn, Consultant
Development Support Group
4219 Hillsboro Road, Suite 210
Nashville, TN 37215

RE: Certificate of Need Application — Campbell Clinic Surgery Center - CN1712-038

The relocation of Campbell Clinic Surgery Center currently located at 1410 Brierbrook
Road, Germantown (Shelby County), TN to a new facility to be located at an unaddressed
site on the south side of Wolf River Boulevard, 525 feet east of its intersection with
Germantown Road, Germantown (Shelby County), TN. If approved, this application will
replace the applicant’s unimplemented CON (CN1208-040A) which was approved to
expand the present facility at its current location from 4 operating rooms and 1 procedure
room to 8 operating rooms and 2 procedure rooms. The applicant is owned by Campbell
Clinic Surgery Center, LLC. The estimated project cost is $21,485,200.

Dear Mr. Wellborn:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need. Please be advised that your application is now considered to be complete by
this office.

Your application is being forwarded to Trent Sansing at the Tennessee Department of Health for
Certificate of Need review by the Division of Policy, Planning and Assessment. You may be
contacted by Mr. Sansing or someone from his office for additional clarification while the
application is under review by the Department. Mr. Sansing’s contact information is
Trent.Sansing@tn.gov or 615-253-4702.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 30-day review cycle for CONSENT CALENDAR for this project will begin on
January 3, 2018. The first thirty (30) days of the cycle are assigned to the Department of Health,
during which time a public hearing may be held on your application. You will be contacted by a
representative from this Agency to establish the date, time and place of the hearing should one be
requested. At the end of the thirty (30)-day period, a written report from the Department of Health
or its representative will be forwarded to this office for Agency review within the thirty (30)-day
period immediately following. You will receive a copy of their findings. The Health Services and
Development Agency will review your application on February 28, 2018.



Mr. Wellborn
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(3)  No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive
Director and a written summary of such communication shall be made part of the
certificate of need file.

4) All communications between the contact person or iegal counsel for the applicant
and the Executive Director or agency staff after an application is deemed complete
and placed in the review cycle are prohibited unless submitted in writing or
confirmed in writing and made part of the certificate of need application file.
Communications for the purposes of clarification of facts and issues that may arise
after an application has been deemed complete and initiated by the Executive
Director or agency staff are not prohibited.

Should you have questions or require additional information, please contact me.
Sincerely,

I e DU

Melanie M. Hill
Executive Director

cC; Trent Sansing, TDH/Health Statistics, PPA



State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway
Nashville, Tenne 37243
FROM: Melanie M

Executive Director

DATE: January 3, 2018

RE: Certificate of Need Application
Campbell Clinic Surgery Center - CN1712-038
CONSENT CALENDAR

Please find enclosed an application for a Certificate of Need for the above-referenced project.
This application has undergone initial review by this office and has been deemed complete. It is

being forwarded to your agency for a CONSENT CALENDAR thirty (30) day review period to
begin on January 3, 2018 and end on February 1, 2018.

Should there be any questions regarding this application or the review cycle, please contact this
office.

Enclosure

cc: John Wellborn
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LETTER OF INTENT -- HEALTH SERVICES & DEVELOPMENT AGENCﬁ
1Ll
e
The Publication of Intent is to be published in the Commercial Appeal, which is a
newspaper of general circulation in Shelby County, Tennessee, on or before December

10, 2017, for one day.

This is to provide official notice to the Health Services and Development Agency and all
interested parties, in accordance with T.C.A. Sections 68-11-1601 et seq., and the Rules
of the Health Services and Development Agency, that Campbell Clinic Surgery Center
(an ambulatory surgical treatment center), owned and managed by Campbell Clinic
Surgery Center, LLC (a limited liability company), intends to file an application for a
Certificate of Need to replace its facility currently located at 1410 Brierbrook Road,
Germantown, TN 38138, with a new facility in leased space at an unaddressed site on the
south side of Wolf River Boulevard, 525 feet east of its intersection with Germantown
Road. The project cost is estimated at $21,486,000.

The project is to replace the applicant’s unimplemented CN1208-040A, which was
granted to expand the present facility at its current location, from 4 operating rooms and 1
procedure room, to 8 operating rooms and 2 procedure rooms. This replacement project
will site the approved surgical capacity at a new location on an adjoining lot that fronts
Wolf River Boulevard. The project does not include major medical equipment, additional
health services, changes in scope of service, or changes in ownership.

The facility is licensed by the Board for Licensing Health Care Facilities as an
ambulatory surgical treatment center. Its services are limited to orthopedics and pain
management.

The anticipated date of filing the application is on or before December 15, 2017. The
contact person for the project is John Wellborn, who may be reached at Development
Support Group, 4219 Hillsboro Road, Suite 210, Nashville, TN 37215; (615) 665-2022.

7 ) ' , P
ié n ";{ééwedﬂw_ / Z —_’7'/ / jwdsg(@comcast.net

(Signature) (Date) (E-mail Address)
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December 22, 2017

Phillip M. Earhart, HSD Examiner

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

RE:

CON Application #1712-038
Campbell Clinic Surgery Center

Dear Mr. Earhart;

This letter responds to your recent request for additional information on this

application. The items below are numbered to correspond to your questions.
They are provided in triplicate, with affidavit.

1. Section A, Executive Summary, Item 3.A. Page 3
Table Section A-3A (1) on the bottom of page 3 is noted. Please define

Class C operating rooms and Class A procedure rooms.

This refers to Tennessee requirements based on 2010 AIA standards. Class
A surgical rooms have a minimum area of 150 SF; Class B have a
minimum area of 250 SF; Class C have a minimum of 400 SF. The
surgical rooms designated as “procedure rooms” in the application and
floor plans are 243 SF. The larger orthopedic surgical rooms in this
project are Class C, 544-633 SF in size. There are numerous other highly
technical definitions and characteristics of these classes of rooms, relating
to clinical processes allowable in each (levels of anesthesia, etc), but the

room sizes were what the applicant was referencing in the table.

2. Section A, Executive Summary, Item 3.A. (2) Page 4

a. Please provide a brief overview of the Campbell Clinic, P.C.

Campbell Clinic has been a State, national and international leader
orthopaedics since 1910. The Clinic established both the Department

in
of

Orthopaedic Surgery and the Orthopaedic Residency program at UT
College of Medicine at Memphis, and all Campbell Clinic surgeons hold
faculty appointments in the University of Tennessee-Campbell Clinic
Department of Orthopaedic Surgery and work closely with UT research

programs.

4219 Hillsboro Road, Suite 203

Nashville, TN 37215

Tel 615.665.2022

jwdsg@comcast.net Fax 615.665.2042
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Page Two
December 22, 2017

Campbell Clinic currently has 47 physicians. The Clinic maintains
physician offices across the Memphis metropolitan area, including
Germantown, Collierville, Cordova, Memphis (Medical Center or
Midtown), and Southaven, MS. In addition, the physicians from Campbell
Clinic maintain medical staff privileges at multiple hospitals, including
those located from Collierville, to Germantown, to East Memphis, to the
Medical Center of Memphis. As a result, the physicians are physically
spread across the metropolitan geographic area.

b. It appears the Campbell Clinic has increased physician ownership
from 42 physicians in 2010 te 47 physicians in 2017. Is there a plan to
add additional physicians? If so, how will the new site handle
additional surgeries from those physicians?

Campbell Clinic has developed a comprehensive strategic plan, and
annually updates it’s physician manpower projections, a key element of
this plan. The most recent projection provides for continued recruitment
over the next 5 + year timeframe. A portion of the new physician
manpower plan is related to replacement of existing clinic physicians who
are approaching normal retirement age. The clinic typically brings a new
physician on board one to two years prior to retirement of an outgoing
physician, depending on the applicant pool and availability. Other
elements of the manpower projections look at other (non-Campbell Clinic)
orthopedic surgeons in the Memphis metro area, and their respective ages
and potential for retirement. It is not unusual for a “new to the area”
orthopedic surgeon to join Campbell Clinic.

The majority of the recruitment of additional physicians is based on a
subspecialty-by-subspecialty analysis of the industry trends and volume
projections for orthopedic surgery procedures. These estimates, coupled
with the demographic and market share growth, guide the formulation of
the Campbell Clinic’s manpower projections, and subsequent recruitment
strategy. For example, over the next 5-year timeframe, the clinic has
plans to recruit between ten (10) and twelve (12) new physicians, which
include a complement covering six (6) different subspecialties. The
majority of these new physicians will likely be shareholder track positions,
and accordingly, the ownership number is expected to increase, in a
similar pattern to what occurred over the 2010 to 2017 time period. A
substantial increase is anticipated over and above the number of retiring
physicians.
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Since the Campbell Clinic offers one of the most well-respected
orthopedic surgery residency programs in the country, there is always a
complement of strong prospective candidates for employment with the
clinic, following completion of the physician’s respective residency, and
generally fellowship training. Oftentimes, current residents are recruited
and sign employment agreements with the Campbell Clinic during the
course of their residency, to be effective following residency program
graduation and completion of fellowship. Two (2) of the three orthopedic
surgeons who began employment during 2017 fell in this category — they
were hired during their residency program at Campbell Clinic, completed
their orthopedic surgery residency, enrolled in a subspecialty fellowship
program — and began employment with the clinic after completion of
fellowship. The third orthopedic surgeon hired during 2017 was not a
Campbell Clinic orthopedic surgery resident, but was a pediatric
orthopedic fellow at the Campbell Clinic, and began employment
immediately following completion of fellowship.

The ASC surgical cases resulting from additional physicians will be
accommodated at the two (2) ASCs which Campbell Clinic owns and
operates, one located in Germantown (this application) and one located in
Midtown (Medical Center District) Memphis. Projections of annual
caseload increases in the application took into account new cases that
additional physicians would bring to the surgery center.

3. Section A, Executive Summary, Item 3.B (g). Rationale for Approval
Page 7.

a. The applicant mentions Mid-town Surgery Center as a source of cases
in the future. However, please clarify if the name of Mid-town Surgery
Center is listed as Campbell Clinic Surgery Center Mid-town in the 2016
Joint Annual report. Also please clarify if Campbell Clinic Surgery
Center Mid-town has the same ownership as the applicant.

Yes, the formal name for Midtown Surgery Center is Campbell Clinic
Surgery Center.

Yes, the ownership of Campbell Clinic Surgery Center-Midtown is the
same as that of the applicant.
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b. What is the distance from Mid-town Surgery Center to the
proposed ASTC site?

Google Maps lists a driving distance of 13.9 miles via Walnut Grove
Road, and 19.7 miles via [-40 and 1-240.

¢. How much of a factor is distance for the applicant in capturing
future surgical cases from Mid-town Surgery Center?

The surgeons and pain management providers based at the Germantown
office location will save approximately 1 hour per day in drive time by
being able to perform their cases at the Germantown location.

As noted in the application, Campbell Clinic maintains physician offices
across the Memphis metropolitan area, including Germantown,
Collierville, Cordova, Memphis (Medical Center or Midtown), and
Southaven, MS. In addition, the physicians from Campbell Clinic
maintain medical staff privileges at multiple hospitals, including those
located from Collierville, to Germantown, to East Memphis, to the
Medical Center of Memphis. As a result, the physicians are physically
spread across the metropolitan geographic area, and therefore distance
for capturing cases at /of Campbell Clinic Surgery Center — Midtown is
somewhat a function of specific staffing patterns, and the location of the
respective physicians “home office” and/or primary hospital facility.

Currently, office space at Germantown is at a premium, so some
physicians are based or scheduled at other offices, but will likely be
reassigned a “home office” at Germantown once the new MOB is
completed.

Accordingly, our projections incorporate volume projections reflecting
this factor, but it is also anticipated that over the course of additional
time, the utilization at of Campbell Clinic Surgery Center — Midtown
will also increase, particularly in view of the projected physician
manpower delineated in the response to Supplemental Question #2
above.
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4. Section A, Applicant Profile, Item 12. Square Footage and Cost per
Square Footage Chart, Page 17

a. Please clarify how the applicant derived at 32,000 SF in the
Square Footage and Cost per Square Footage Chart when the lease
lists the facility as 34,560 SF.

The facility will renovate and occupy 32,000 SF of building space
on the fourth and first floors. The lease, like most leases, grosses this up
by a small percentage to 34,560 SF of “rentable” square feet, which
reflects the use of common areas (parking, corridors, elevators) that are
not within the applicant’s own premises. The factor used in this case
was 8% of occupied space.

The Cost Per Square Footage Chart pertains only to the area
occupied by the applicant, i.e, 32,000 “usable” square feet. That is the
only part of the building directly attributable to the project.

b. Please clarify how the applicant calculated a total cost of
$13,940,000 in the Square Footage and Cost per Square Footage
Chart.

The chart reflects the total construction cost for the project. The
applicant added together (a) the estimated cost of constructing its portion
of the shell building, and (b) the estimated cost of finishing out its
portion of the shell building.

Specifically: The project occupies one of four floors of the building.
The developer’s construction cost for the shell building is going to be
$18,000,000 (120,000 SF @ $150 PSF for shell stage of completion).
One-fourth of that (i.e., one of four floors) is $4,500,000. The applicant
added to this the $9,440,000 cost of build-out of 32,000 SF at $295 PSF,
for the ASC space. These totaled $13,940,000.
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5. Section C, Need, Page 23
It is noted in Table B the utilization of the applicant’s 8 ORs will
exceed the utilization % of available minutes by 14.7%. Please clarify
if the applicant has space available in the proposed new ASTC facility
to add additional ORs if needed.

The first thing to note is that this percentage reflects available O.R. time in
a standard 40-hour workweek. The applicant could extend the surgical
schedule beyond the normal workday for some operating rooms.

Another option in the future may be to convert procedure rooms. The two
(2) procedure rooms in the proposed ASC will be located adjacent to each
other, and if there were a change in the industry and payors such that pain
management procedures were no longer permitted, or reimbursed for, in
the ATSC setting, these two procedure rooms could be combined and
merged into one (1) additional operating room. This would be subject to
CON and any other regulatory or licensure requirements and approvals
applicable at that time.

Finally, to avoid extending the surgical schedule at Germantown, the
applicant has the option of scheduling increased caseloads at its Midtown
facility, which will have more available capacity than at Germantown,
based on present projection scenarios.

6. Section B, Need Item F, Page 34

a. Please provide surgical case projections by specialty using the table

below:
Specialty # of Year 1 OR | Year 2 OR
Surgeons | Cases Cases
Orthopedic 45 5,144 5.453
Pain Management 5 4,998 5,198
Total 50 10,142 10,651

b. Are there future plans to expand into other specialties?

There are no plans to expand into other specialties other than those
currently provided at Campbell Clinic.
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7. Section B, Economic Feasibility, Item A. Project Costs Chart, Pages 39

a. The calculation of the filing fee is incorrect (used $15.75/81,000
project cost rather than $5.75/$1,000). Please correct and submit a

replacement page 39.

b. The Project Cost Chart is noted. However, please clarify line B.3
which notes “FMYV of unimproved land 5.0 acres?”

Following this page is a revised page 39R correcting the typographical
error. Also attached following that is a revised Project Cost Chart, page
40R, with the referenced note removed (it was an artifact from an earlier

version of the chart),

8. Section B, Economic Feasibility, Item C. (Historical Data Chart) Page 27

a. The Historical Data Chart shows no Provision for Charity Care.

Please explain.

The applicant’s surgeons serve charity patients at area hospitals.
In Shelby County (as in other multi-hospital counties), it is not the norm
for surgery centers to undertake to provide significant charity care.
Reimbursement for surgical cases has long been much higher for hospitals
than for surgery centers, in part because there is a community expectation
that hospitals provide needed charity care.

2016 2016 Charity
Reported Percent of

Multispecialty Ambulatory Surgery | 2016 Gross Charity Gross

Centers in Shelby County Revenues Care Revenues
Baptist Germantown Surgery Center | $18,990,762 $73,822 0.4%
East Memphis Surgery Center $28,707,854 $0 0.0%
LeBonheur East Surgery Center II $10,455,281 $0 0.0%
Memphis Surgery Center $15,141,096 $0 0.0%
Methodist Surgery Center $28,670,508 $0 0.0%
North Surgery Center $16,789,584 $0 0.0%
Surgery Center at St. Francis $43,451,900 $76,969 0.2%
Campbell Clinic Surgery Center
Germantown $51,904,252 $0 0.0%
Campbell Clinic Surgery Center
Midtown $27,770,530 $0 0.0%
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» Line B.1 is the “fair market value” of the leased space for the relocated CCSC. For a leased
premises, HSDA rules require that the applicant make two alternative calculations, and use the
higher of the two in line B.1. The two alternative methods are the Lease Outlay method (total
lease payments over the first term of the lease) and the Space Value method (estimated value of
the space being leased, according to an appraisal or the actual cost of its development). Both
calculations are shown below. Alternative A, the Lease Outlay method resulted in the greater
cost and was used in Line B.1 of the Project Cost Chart, as required by HSDA rules.

Alternative A: Lease Outlay Method:

The lease will be for 342 per rentable square foot (“RSF”), with no escalator, for an
initial term of 10 years. There will be 32,000 usable SF in the project (30,000 on the fourth floor
and 2,000 mechanical/electrical space on the ground floor). To allow for common area use, this
was grossed up by 8% to 34,560 rentable square feet (RSF), which is used in the lease option.
Lease outlay the first term will therefore be 34,560 RSF X $42 PRSF X 10 years = $14,515,200.

Alternative B: Space Value Method:

The applicant is leasing 32,000 SF, approximately 26.7%, of the 120,000 SF MOB space.
Therefore 26.7% of the developer’s costs for (a) constructing the shell building and (b) finishing
the applicant’s space, are attributable to this project. The developer will incur a total of
838,245,354 for developing a shell building and finishing the space leased to the Surgery Center.
Its value under CON rules is therefore 838,245,354 X 26.7% = $10,211,510.

» Line E contains the required State review fee due with the filing of this application. The
calculation is $21,390,200 applicant’s cost / 1,000 X $5.75 = $122,994; but the maximum
statutory fee is $95,000, which is entered in Line E.

D. Complete the Square Footage Chart on page 8 and provide the documentation.
Please note the Total Construction Cost reported on line 5 of the Project Cost Chart should
equal the Total Construction Cost reported on the Square Footage Chart.

The Square Footage Chart has been provided. The architect’s letter documenting that
Chart’s construction cost is provided in the Attachments. The Total Construction Cost on line 5
of the Project Cost Chart differs from that of the Square Footage Chart because the applicant is
leasing finished building space and not incurring any construction cost. The applicant’s lease
payments are calculated to reimburse the building developer for the developer’s own construction
costs, which are shown on the second following page.

39R
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Ll
o)
Li)
i

Construction and equipment acquired by purchase:

oL & LS 0 D =

£

Architectural and Engineering Fees $

Legal, Administrative, Consultant Fees (Excl CON Filing Fee)
Acquisition of Site
Preparation of Site
Total Construction Cost
Contingency Fund
Fixed Equipment (Not included in Construction Contract)
Moveable Equipment (List all equipment over $50,000
as separate attachment)
Other (Specify)

Acquisition by gift, donation, or lease:

A ol A

Facility (inclusive of building and land)
Building only

Land only

Equipment (Specify)

Other (Specify)

Financing Costs and Fees:

HWN =

Interim Financing

Underwriting Costs

Reserve for One Year's Debt Service
Other (Specify)

Estimated Project Cost
(A+B+C)

CON Filing Fee

Total Estimated Project Cost (D+E)

TOTAL $

Actual Capital Cost
Section B FMV

40R

3,700,000

3,000,000

100,000

14,515,200

O|0|0|O

(o] (o] (o] (o)

21,390,200

95,000

21,485,200

6,970,000
14,515,200
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Page Eight
December 22, 2017

b. It is noted the 2016 Joint Annual Report for the applicant reflected
$734 in Bad Debt. Please clarify the reason no provision for bad debt
was included in the Historical Data Chart.

Attached following this page is a revised Historic Data Chart, page 44R.
consistent with the 2015 and 2016 Joint Annual Reports.

9. Section B. Economic Feasibility Item D (Projected Data Chart) Page 47

a. The Projected Data Chart shows no Provision for Charity Care or
Provision for Bad Debt. Please explain.

Please see the response to question 8a above, with respect to why charity
care is not projected.

The bad debt should have been shown in the Projected Data Chart.
Attached following this page is a revised chart, page 47R, showing this in
the same percentage of gross revenues that has been historically
experienced on average, i.e., .0015% of gross charges.

b. Please clarify the rent expense in line 4.b.in the Projected Data
Chart paid to non-affiliates in Year One and Two.

Part of the rent expense is for four storage units in Cordova, Tennessee.
The remainder is from equipment leases of arthroscopy equipment, which
the applicant’s auditors have classified as rent. Increases are projected in
that amount as the number of new operating rooms come into service at
the new location.
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HISTORICAL DATA CHART --APPLICANT FACILITY NAME

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in January.

CY 2015 Cy 2016 CY 2017 Ann'd
A. Utilization Data Surgical Cases 7,048 6,867 6,809
(Specify unit or measure)
B.  Revenue from Services to Patients
1. Inpatient Services $ 0 0 3 0
2.  Outpatient Services 51,903,658 55,630,604 56,597,223
3.,  Emergency Services 0 0 0
4.  Other Operating Revenue 0 0 0
(Specify)  See notes page
Gross Operating Revenue $ 51,903,658 55,630,604 $ 56,597,223
C.  Deductions from Gross Operating Revenue
1. Contractual Adjustments $ 40,889,469 42,883,117 $ 43,009,232
2. Provision for Charity Care 0 734 849
3. Provisions for Bad Debt 0 0 0
Total Deductions $ 40,889,469 42,883,851 $ 43,010,081
NET OPERATING REVENUE $ 11,014,189 12,746,753 $ 13,587,142
D.  Operating Expenses
1.  Salaries and Wages
a. Clinical $ 2,476,002 2,618,464 $ 2,618,654
b. Non-Clinical 619,001 654,616 654,664
Physicians Salaries and Wages 0 0 0
Supplies s 3,997,947 4,881,590 5,285,484
4,  Rent
a. Paid to Affiliates 387,549 387,549 387,549
b. Paid to Non-Affiliates 172,573 224,690 214,880
5. Management Fees
a. Paid to Affiliates 0 0 0
b. Paid to Non-Affiliates 0 0 0
6.  Other Operating Expenses See notes page. 759,665 811,602 827,515
Total Operating Expenses 8,412,737 9,578,512 9,988,746
E. Eamings Before Interest, Taxes, and Depreciation 2,601,452 3,168,241 $ 3,598,395
F. Non-Operating Expenses
1. Taxes 308,736 340,255 352,890
2. Depreciation 175,093 204,970 214,598
3. Interest 102,021 85,549 78,954
4. Other Non-Operating Expenses
Total Non-Operating Expenses 585,850 630,774 $ 646,442
NET INCOME (LOSS) 2,015,602 2,537,467 % 2,951,953

Chart Continues Onto Next Page

44R
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PROJECTED DATA CHART -- CAMPBELL CLINIC SURGERY CENTER

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in January.

A.  Utilization Data

Surgical Cases

(Specify unit or measure)

B. Revenue from Services to Patients

1.

2.
3.
4

Inpatient Services
Outpatient Services
Emergency Services
Other Operating Revenue

(Specify)  See notes page

Gross Operating Revenue

C.  Deductions from Gross Operating Revenue

1.

Contractual Adjustments

2.  Provision for Charity Care
3.  Provisions for Bad Debt
Total Deductions
NET OPERATING REVENUE

D.  Operating Expenses

1.

Salaries and Wages

a. Clinical

b. Non-Clinical
Physicians Salaries and Wages
Supplies

Rent

a. Paid to Affiliates

b. Paid to Non-Affiliates
Management Fees

a. Paid to Affiliates

b. Paid to Non-Affiliates

Other Operating Expenses See notes page

CY 2020 CY 2021 __
(Year One) (Year Two)
10,142 10,651
$ $

101,904,284 112,098,274

Total Operating Expenses

E. Eamings Before Interest, Taxes, and Depreciation

F.  Non-Operating Expenses

> w N =

Taxes
Depreciation
Interest
Other Non-Operating Expenses
Total Non-Operating Expenses

NET INCOME (LOSS)
Chart Continues Onto Next Page

47R

$ 101,904,284 $ 112,098,274
$ 76,427,027 $ 84,072,455
0 0

1,146 1,260

$ 76,428,173 $ 84,073,715
$ 25,476,111 $ 28,024,559
$ 4,718,168 $ 5,190,150
1,182,090 1,300,340
9,517,860 10,469,979
1,451,520 1,451,520
387,236 425,973
1,487,803 1,636,635

$ 18,744,677 $ 20,474,597
$ 6,731,434 $ 7,549,962
$ 631,807 $ 695,009
750,000 1,339,286

142,666 156,238

$ 1,524,473 $ 2,191,233
$ 5,206,961 $ 5,358,729
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Page Nine
December 22, 2017

10. Section B. Economic Feasibility Item F. (1) Page 52

a. Please clarify if the applicant meant to state in the “Projected Data
Chart there will be positive cash flow in Year One and Year Two”
rather than in the Project Cost Chart.

Yes, that was the intention. Attached after this page is a revised Page 52R
correcting that.

b. The provided unaudited financial documents are noted. However,
please provide a balance sheet that provides both the current assets
and current liabilities.

The second following page begins an income statement and balance sheet
for the applicant, for Q1-Q3 2017. This is the most up-to-date available.
The list of liabilities are all current except the long-term Note payable at
the end of the list. The current liabilities total -$53,372.35.

With current assets at $1,545,500.94, and a negative current liability of -
$53,372.35, the applicant has a current ratio of more than 31:1.

¢. Please provide copies of Campbell Clinic Surgery Center’s balance
sheet and income statement from the most recent reporting period
and the most recent audited financial statements with accompanying
notes, if applicable.

The most recent CCCSC balance sheet and income statement are attached
after this page. They are for the first three quarters of CY2017.

Attached at the end of this letter--due to its bulk--are audited financial
statements for 2015-2016 for Campbell Clinic Holdings, PC, an umbrella
organization that encompasses several organizations, including the Clinic
and both Surgery Centers. Separate statements for the Clinic and the
Surgery Center can be found within it. The applicant’s statements are the
document’s last two pages, pages 27-28.
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6.A. Discuss how projected utilization rates will be sufficient to support the financial
performance. Indicate when the project’s financial breakeven is expected and demonstrate
the availability of sufficient cash flow until financial viability is achieved.

This facility is already exceeding financial breakeven. When moved approximately 100
feet to its new MOB location on adjoining land, it will continue to exceed breakeven. As
demonstrated in the Projected Data Chart, there will be positive cash flow in Year One and
thereafter.

period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For all projects, provide financial information for the corporation,
partnership, or principal parties that will be a source of funding for the project.

Copies must be inserted at the end of the application, in the correct alpha-numeric order and
labeled as Attachment C, Economic Feasibility. NOTE: Publicly held entities only need to
reference their SEC filings.

See Attachment Section B-Economic Feasibility-6A.
B. Net Operating Margin Ratio — Demonstrates how much revenue is left over after all the
variable or operating costs have been paid. The formula for this ratio is: (Earnings before

interest, Taxes, and Depreciation/Net Operating Revenue).

Utilizing information from the Historical and Projected Data Charts please report the net
operating margin ratio trends in the following table:

2™ Yr Previous
to Current Yr

1" Yr Previous
to Current Yr

Current Yr

Projected Yr 1

Projected Yr 2

Net Operating
Margin Ratio

0.24

0.25

0.26

0.26

0.27

C. Capitalization Ratio (Long-term debt to capitalization) — Measures the
proportion of debt financing in a business’s permanent (Long-term) financing mix.
This ratio best measures a business’s true capital structure because it is not affected
by short-term financing decisions. The formula for this ratio is: (Long-term

debt/(Long-term debt + Total Equity (Net assets)) x 100).

For the entity (applicant and/or parent company) that is funding the proposed
project please provide the capitalization ratio using the most recent year available
from the funding entity’s audited balance sheet, if applicable. The Capitalization
Ratios are not expected from outside the company lenders that provide funding.

Long-term debt $ 109,721
Equity $1.861,026

Long-term debt Plus Equity $1,970,747
Capitalization Ratio

$109,721/$1,970,747 X 100 = 5.568
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Balance Sheet

As of 9/30/2017
Campbeli C##id 3URMy Center LLC (CSC)
Assets
Current Assets
1010-000-00 Cash - Checking (FTB) $ 1,489,767.84
1020-000-00 Cash - Refund (FTB) $ 2,500.00
1090-000-00 Petty Cash $ 500.00
1210-000-00 A/R - Patients $ 3,408,898.67
1250-000-00 A/R Allowance - Cash Basis Adj $ -2,095,816.42
1299-000-00 Allowance Doubtful Accts $ -1,260,349.15
Total Current Assets: $ 1,545,500.94
Fixed Assets
1501-000-00 Plant Prop & Eqpt - Bldg $ 69,670.00
1510-000-00 Plant Prop & Eqpt - Med Eqgpt $ 3,283,521.54
1511-000-00 Plant Prop & Eqpt - A/D Med Eq $ -3,016,283.32
1520-000-00 Plant Prop & Eqpt - Off Eqpt $ 194,175.56
1521-000-00 Plant Prop & Eqgpt - A/D Off Eq $ -183,504.53
1525-000-00 Plant Prop & Eqpt - Software $ 46,816.00
1526-000-00 Plant Prop & Eqpt - A/D Softwr $ -48,808.78
1530-000-00 Plant Prop & Eqpt - Off Furn $ 65,835.92
1531-000-00 Plant Prop & Eqpt - A/D Off Fu $ -63,324.48
1540-000-00 Plant Prop & Eqpt - Sx Instru $ 815,317.72
1541-000-00 Plant Prop & Eqpt - A/D Sx Ins $ -811,450.93
1550-000-00 Plant Prop & Eqpt - L/Hold Off $ 130,764.84
1551-000-00 Plant Prop & Eqpt - A/D L/H Of $ -110,805.99
Total Fixed Assets: $ 371,923.55
Total Assets: $ 1,917,424.49
Liabilities
2002-000-00 Accounts Payable Credit Card $ -62,496.52
2100-000-00 Payroll Liabilities Payable $ -0.04
2105-000-01 Insurance W/H (Dental) $ 2,405.30
2105-000-03 Insurance W/H (Cancer) $ 18.20
2105-000-05 Insurance W/H (Life) $ -52.56
2105-000-06 Insurance W/H (STD) $ -84.75
2105-000-08 Insurance W/H (Vision) $ -121.88
2106-000-00 Other Payroll W/H $ -15.00
2106-000-01 Other Payroll W/H (ID Shield/Legal) $ 13.42
2150-000-00 Cafeteria Plan Payable $ 2,121.39
2151-000-00 Acct Payable - Campbell Clinic $ 138.46
2191-000-00 Pension Plan Pay - 401k W/H $ 475163 (¥
2250-000-00 Note Payable - Magna Bank MTSC Equip Loan $ 100,72073 4= ONLY L-TERWM Lk @riTy
Total Liabilities: $ 56,398.38
Equity
3100-000-00 Contributed Capital $ 1,000.00
3512-000-00 Distribution - Campbell Clinic $ -38,310,871.55
3900-000-00 Retained Earnings-Current Year $ 3,982,535.85
3900-000-00 Retained Earnings $ 36,188,361.81
Total Equity: $ 1,861,026.11
Total Liabilities & Equity: $ 191742449
Run Date: 10/16/2017 3:44:58PM Page: 1

G/L Date: 10/16/2017
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Income Statement

For The 9 Periods Ended 9/30/2017 December 27, 2017

Campbell @loisBry Center LLC (CSC)

Period to Date % of Revenue Year to Date % of Revenue
Revenue
4000-100-00 Gross Patient Revenue - Ortho GTWN $ 3,689,264.97 52.93% $ 33,933,455.91 52.46%
4000-200-00 Gross Patient Revenue - Ortho MTSC $ 2,159,905.71 30.99% $ 21,007,566.26 32.48%
4005-100-00 Gross Patient Revenue - Pain GTWN $ 861,251.00 12.36% $ 7,518,020.90 11.62%
4005-200-00 Gross Patient Revenue - Pain MTSC $ 259,984.00 373% §$ 2,225,321,50 3.44%
Total Revenue: $ 6,970,405.68 100.00% $ 64,684,364.57 100.00%
Adjustments
4010-100-00 Contractual Adjustment - GTWN $ 3,491,088.41 50.08% $ 31,973,656.66 49.43%
4010-200-00 Contractuai Adjustment - MTSC $ 1,748,946.72 25.09% $ 16,725,108.14 25.86%
4040-000-00 Other Revenue $ -225.40 0.00% $ -177,948.89 -0.28%
4050-000-00 Cash Basis Adjustment $ 63,104.29 091% $ 432,825.13 -0.67%
Total Adjustments: $ 5,302,914.02 76.08% $ 48,087,990.78 74.34%
Gross Profit: $ 1,667,491.66 23.92% $ 16,596,373.79 25.66%
Expenses
Personnel Expenses
6012-100-00 Salaries & Wages - Bus Office § 50,509.87 0.72% % 332,679.43 0.51%
6012-200-00 Salaries & Wages - Bus Office $ 16,090.30 0.23% % 105,698.92 0.16%
6014-100-00 Salaries & Wages - Clinical $ 236,035.86 3.39% § 1,576,117.54 2.44%
6014-200-00 Salaries & Wages - Clinical $ 135,592.89 1.95% % 787,593.45 1.22%
6016-100-00 Salaries & Wages - Gain/Bonus $ 0.00 0.00% $ 93,249.26 0.14%
6016-200-00 Salaries & Wages - Gain/Bonus $ 0.00 0.00% % 44,880.82 0.07%
6050-100-00 Payroll Taxes $ 20,522.15 0.29% $ 147,041.31 0.23%
6050-200-00 Payroll Taxes $ 11,146.21 0.16% $ 68,934.16 0.11%
6072-000-00 Employee Benefits - (H/D/L/D) $ 31,105.22 0.45% % 265,196.64 0.41%
6082-000-00 Employee Benefits - Retirement $ 0.00 0.00% § 276,000.00 0.43%
6084-100-00 Personnel - Education $ 0.00 0.00% $ 3,882.35 0.01%
6084-200-00 Personnel - Education $ 0.00 0.00% $ 920.00 0.00%
Totel Personnel Expenses: $ 501,002.50 7.19% $ 3,702,193.88 5.72%
Clinical Expenses
6309-100-00 Clinic - Small Instruments $ 3,124.15 0.04% $ 44,717.82 0.07%
6309-200-00 Clinic - Small Instruments $ 4,789.44 0.07% $ 56,487.97 0.09%
6310-100-00 Clinic - Surgical Supplies $ 53,996.16 0.77% $ 856,846.29 1.32%
6310-200-00 Clinic - Surgical Supplies $ 30,058.17 043% $ 626,420.17 0.97%
6311-100-00 Clinic - Implants $ 113,778.54 1.63% $ 1,963,045.06 3.03%
6311-200-00 Clinic - Implants $ 112,246.88 161% $ 1,249,017.74 1.93%
6312-100-00 Clinic - Oxygen/Medical Gas $ 2,243.64 0.03% $ 20,730.28 0.03%
6312-200-00 Clinic - Oxygen/Medical Gas $ 1,261.53 0.02% $ 17,039.26 0.03%
6313-100-00 Clinic - Anesthesia Supplies $ 1,408.34 0.02% $ 37,810.71 0.06%
6313-200-00 Clinic - Anesthesia Supplies $ 1,460.57 0.02% $ 26,772.28 0.04%
6314-100-00 Clinic - |V Solutions $ 4,117.07 0.06% $ 38,648.87 0.06%
6314-200-00 Clinic - IV Solutions $ 3,804.16 0.05% $ 20,776.57 0.03%
6315-100-00 Clinic - Anesthesia Pharmaceuticals $ 9,041.74 0.13% $ 105,110.31 0.16%
6315-200-00 Clinic - Anesthesia Pharmaceuticals $ 4,776.61 0.07% $ 81,340.70 0.13%
6316-100-00 Clinic - Pharmaceuticals $ 5,921.40 0.08% $ 124,126.16 0.19%
6316-200-00 Clinic - Pharmaceuticals $ 8,757.49 0.13% $ 60,051,78 0,09%
6317-100-00 Clinic - Sutures $ 3,842.93 0.06% $ 52,994.99 0.08%
6317-200-00 Clinic - Sutures $ 487.01 0.01% $ 36,530.12 0.06%
6318-100-00 Clinic - Xray Fitm & Supplies $ 0.00 0.00% $ 4,313.84 0.01%
6318-200-00 Clinic - Xray Film & Supplies $ 0.00 0.00% $ 4,315.04 0.01%
6319-100-00 Clinic - Disposable Packs $ 8,994.04 0.13% $ 162,324.42 0.25%
6319-200-00 Clinic - Disposable Packs $ 6,712.30 0.10% $ 90,325.33 0.14%
6323-100-00 Clinic - Equip/Instr Rental $ 8,712.00 012% $ 43,560.00 0.07%
6323-200-00 Clinic - Equip/Instr Rental $ 0.00 0.00% $ 4,162.00 0.01%
6324-100-00 Clinic - Trash/Medical Waste $ 0.00 0.00% $ 57,542,10 0.09%
6324-200-00 Clinic - Trash/Medical Waste $ 0.00 0.00% $ 49,971.42 0.08%
6330-100-00 Clinic - Uniforms/Laundry $ 9,069.47 0.13% $ 151,295.40 0.23%
6330-200-00 Clinic - Uniforms/Laundry $ 5,991.55 0.09% $ 77,786.32 0.12%
6332-100-00 Clinic - Food Patient/Employee $ 1,529.27 0.02% $ 28,416.51 0.04%
6332-200-00 Clinic - Food Patient/Employee $ 3,329.81 0.05% $ 21,008.76 0.03%
Run Date: 10/16/2017 3:44:26PM Page: 1

G/L Date: 10/16/2017
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Income Statement December 27, 2017

For The 9 Periods Ended 9/30/2017

Campbell dﬂ@sﬂﬂary Center LLC (CSC)

Clinlcal Expenses

(Continued)

Period to Date

% of Revenue

Year to Date

% of Revenue

6341-100-00 Clinic - Equip R&M Contract $ 15,934.34 0.23% $ 186,516.73 0.29%
6341-200-00 Clinic - Equip R&M Contract $ 31,280.61 045% $ 133,877.78 0.21%
6342-100-00 Clinic - Equip/instr R&M $ 687.68 0.01% $ 6,946.66 0.01%
6342-200-00 Clinic - Equip/Instr R&M $ 603.09 0.01% §$ 11,374.28 0.02%
6343-100-00 Clinic - Lab Services $ 204.00 0.00% $ 2,124.00 0.00%
6343-200-00 Clinic - Lab Services $ 0.00 0.00% $ 10.43 0.00%
Total Clinical Expenses: $ 458,163.99 6.57% $ 6,454,338.10 9.98%
Other Operating Expenses
6085-100-00 Personnel - Contract Employees $ 1,263.24 0.02% $ 39,438.99 0.06%
6085-200-00 Personnel - Contract Employee $ 782.00 001% $ 32,652.55 0.05%
6510-100-00 Facility - Rent/Lease $ 88,278.78 127% $ 467,608.02 0.72%
6510-200-00 Facility - Rent/Lease $ 14,878.82 021% $ 133,552.35 0.21%
6516-200-00 Facility - Property Taxes $ 0.00 0.00% $ 56,993.25 0,09%
6520-100-00 Facility - Utilities $ 7,908.12 011% $ 86,368.48 0.13%
6520-200-00 Facility - Utilities $ 12,310.74 0.18% $ 103,010.99 0.16%
6526-100-00 Facility - Cable § 0.00 0.00% $ 934,25 0.00%
6526-200-00 Facility - Cable $ 0.00 0.00% $ 1,214,75 0.00%
6527-100-00 Facility - Trash $ 0.00 0.00% $ 10,133.54 0.02%
6527-200-00 Facility - Trash $ 0.00 0.00% $ 6,627.81 0.01%
6528-100-00 Facility - Telephone $ 486.35 0.01% $ 4,803.14 0.01%
6528-200-00 Facility - Telephone £ 831.09 0.01% $ 24,018.80 0.04%
6530-100-00 Facility - Bldg Repair/Maint § 5,924.99 0.09% $ 61,946.38 0.10%
6530-200-00 Facility - Bldg Repair/Maint § 3,670.75 0.05% $ 62,777.41 0.10%
6534-100-00 Facility - Janitor/Housekeeping § 5,128.52 0.07% $ 65,998.64 0.10%
6534-200-00 Facility - Janitor/Housekeeping § 5,624.99 0.08% $ 50,062.62 0.08%
6544-100-00 Facility - Security $ 0.00 0.00% $ 3,503.88 0.01%
6544-200-00 Facility - Security $ 3,5685.75 0.05% $ 53,464.88 0.08%
6710-000-00 Admin - Accounting Fees § 702.67 0.01% $ 12,010.48 0.02%
6712-000-00 Admin - Bank Charges § 15,022.65 0.22% $ 118,210.06 0.18%
6715-000-00 Admin - Marketing $ 55.00 0.00% $ 1,810.05 0.00%
6716-100-00 Admin - Dues/Books/Subs $ 57.35 0.00% $ 7,254.39 0.01%
6716-200-00 Admin - Dues/Books/Subs $ 336.57 0.00% $ 1,804.85 0.00%
6717-000-00 Admin - Education/Training $ 0.00 0.00% $ 15,911.45 0.02%
6718-100-00 Admin - Licenses/Fees § 229.32 0.00% $ 31,564.20 0.05%
6718-200-00 Admin - Licenses/Fees $ 16.00 0.00% $ 2,940.74 0,00%
6724-000-00 Admin - Business Meals & Ent $ 212.86 0.00% $ 3,723.26 0.01%
6725-100-00 Admin - Miscellaneous $ 150.00 0.00% $ 300.00 0.00%
6725-200-00 Admin - Miscellaneous § 150.00 0.00% $ 300.00 0.00%
6726-000-00 Admin - Prof/Gen Liability Ins $ 0.00 0.00% $ 38,991.00 0.06%
6727-000-00 Admin - Info Tech Outside Serv $ 2,282.36 0.03% $ 17,353.42 0.03%
6728-100-00 Admin - Office Supplies $ 1,155.19 0.02% $ 28,328.08 0.04%
6728-200-00 Admin - Office Supplies $ 1,661.41 0.02% $ 15,856.59 0.02%
6729-000-00 Admin - Postage/Ship/Courier $ 5,195.71 0.07% $ 63,699.24 0.10%
6731-000-00 Admin - Pro Fees Collections $ 4,852.69 0.07% $ 54,296.59 0.08%
6733-000-00 Admin - Pro Fees Transcription $ 6,092.32 0.09% $ 56,357.08 0.09%
6740-100-00 Admin - Rent Office Equip $ 1,362.70 0.02% $ 14,476.94 0.02%
6740-200-00 Admin - Rent Office Equip $ 0.00 0.00% $ 4,132,27 0.01%
6742-100-00 Admin - Office Equip R&M $ 0.00 0.00% $ 25.90 0.00%
6742-200-00 Admin - Office Equip R&M $ 0.00 0.00% $ 1,067.23 0.00%
6746-000-00 Admin - Sales Taxes $ 26,558.45 0.38% $ 291,038.06 0.45%
6750-000-00 Admin - Travel $ 11,790.49 0.17% $ 31,781.30 0.05%
6800-100-00 Admin - Minor Equipment 8 0.00 0.00% $ 4,119.92 0.01%
6800-200-00 Admin - Minor Equipment $ 810.00 0.01% $ 8,733.69 0.01%
Total Other Operating Expenses: $ 229,367.88 3.29% $ 2,091,097.52 3.23%
Non-Operating Expenses

6901-000-00 Other - Miscellaneous $ 1,464.79 0.02% $ 11,588.84 0.02%
6916-000-00 Other - Depreciation $ 29,069.17 0.42% $ 261,622.53 0.40%
6918-000-00 Other - Interest Expense $ 10,217.19 0.15% $ 92,997.07 0.14%
Total Non-Operating Expenses: $ 40,751.15 0.58% $ 366,208.44 0.57%

Total Expenses: $ 1,229,285.52 17.64% $ 12,613,837.94 19.50%

Run Date: 10/16/2017 3:44:26PM Page: 2

G/L Date: 10/16/2017
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Income Statement
For The 9 Periods Ended 9/30/2017

Period to Date % of Revenue Year to Date % of Revenue
Net Income from Operations: $ 438,206.14 6.29% $ 3,982,535.85 6.16%
Eamings before Income Tax: $ 438,206.14 6.29% $ 3,982,535.85 6.16%
Net Income (Loss): $ 438,206.14 6.29% $ 3,982,535.85 6.16%
Run Date: 10/16/2017 3:44:26PM Page: 3

G/L Date: 10/16/2017
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Page Ten
December 22, 2017

11. Section B. Economic Feasibility Item F. (3) Page 52
Please provide the requested Capitalization Ratio. The Capitalization
Ratio is requested from all applicants. In addition, please provide the
portion of the financial document the applicant used to calculate the
ratio.

The applicant’s capitalization ratio is very high.

Long-term debt $ 109,721
Equity $1,861,026

Long-term debt Plus Equity $1,970,747
Capitalization Ratio $109,721/$1,970,747 X 100 =5.568

This data comes from the applicant’s balance sheet for Q1-Q3 2017,
attached preceding this page at the end of the list. The only long-term
liability is the Magna Bank note payable (last on the list of liabilities). The
current liabilities total a net of -$53,372.35.

12. Section B. Economic Feasibility Item H., Staffing, Page 54
Table B on page 54 is noted. However, please complete the column
labeled “Areawide/Statewide Average Salary” and submit a
replacement page.

Regrettably, the applicant was not able to find these categories of
employees in the Department of Labor and Workforce Development
website of salary surveys, for any year close to the current one.

13. Section B. Contribution to Orderly Development Item A. Page 56
The emergency transfer agreement with Methodist LeBonheur
Germantown Hospital is noted. What is the distance to Methodist
LeBonheur Germantown Hospital from the proposed site?

The distance is approximately 1.8 miles.
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Page Eleven
December 22, 2017

14. Section B, Orderly Development, Item D Page 59

a. It is noted the applicant will be accredited by the Accreditation
Association for Ambulatory Health Care, Inc. (AAAHC). Please
provide a brief overview of AAAHC.

The Accreditation Association for Ambulatory Health Care
(AAAHC) is a private, non-profit organization formed in 1979.
AAAHC was one of the first organizations to develop standards to
advance and promote patient safety, quality care, and value for
ambulatory Health care through peer-based accreditation
processes, education, and research. A certificate of accreditation is
awarded to organizations that are found to be in compliance with
AAAHC standards. AAAHC currently accredits more than 6,000
organizations in ambulatory health care settings and is the official
accreditation organization for the US coast guard.

b. What is the difference between the Accreditation Association for
Ambulatory Health Care, Inc. (AAAHC) and the American
Association for Accreditation of Ambulatory Surgery Facilities
(AAASF)?

The American Association for Accreditation of Ambulatory
Surgery Facilities is a not for profit outpatient accrediting
organization established in 1980 to standardize and improve the
quality of health care in outpatient facilities. The applicant has no
additional knowledge of nor any prior experience with this
organization.

15. Section B. Quality Measures
Please verify and acknowledge the applicant will be evaluated
annually on whether the proposal will provide health care that meets
appropriate quality standards upon the following factors:
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Page Twelve
December 22, 2017

a. Whether the applicant commits to maintaining an actual payor mix
that is comparable to the payor mix projected in its CON application,
particularly as it relates to Medicare, TennCare/Medicaid, Charity Care,
and the Medically Indigent;

Yes.

b. Whether the applicant commits to maintaining staffing comparable to
the staffing chart presented in its CON application;

Yes.

¢. Whether the applicant will obtain and maintain all applicable state
licenses in good standing;

Yes.

d. Whether the applicant will obtain and maintain TennCare and
Medicare certification(s), if participation in such programs was indicated
in the application;

Yes.

e. Whether an existing healthcare institution applying for a CON has
maintained substantial compliance with applicable federal and state
regulation for the three years prior to the CON application. In the event
of non-compliance, the nature of non-compliance and corrective action
shall be considered;

The applicant has always been in compliance.

f. Whether an existing health care institution applying for a CON has
been decertified within the prior three years. This provision shall not
apply if a new, unrelated owner applies for a CON related to a previously

decertified facility;

The applicant has never been decertified.
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Page Thirteen
December 22, 2017

g. Whether the applicant will participate, within 2 years of
implementation of the project, in self-assessment and external peer
assessment processes used by health care organizations to accurately
assess their level of performance in relation to established standards and
to implement ways to continuously improve.

The applicant will do this.

g (Repeated) Whether the applicant will participate, within 2 years of
implementation of the project, in self-assessment and external peer
assessment processes used by health care organizations to accurately
assess their level of performance in relation to established standards and
to implement ways to continuously improve.
1. This may include accreditation by any organization approved by
Centers for Medicare and Medicaid Services (CMS) and other
nationally recognized programs. The Joint Commission or its
successor, for example, would be acceptable if applicable. Other
acceptable accrediting organizations may include, but are not limited
to, the following:

(ii) Accreditation Association for Ambulatory Health Care, and where
applicableAmerican Association for Accreditation of Ambulatory
Surgical Facilities, for Ambulatory Surgical Treatment Center
projects.

The applicant will do this.

h. For Ambulatory Surgical Treatment Center projects, whether the
applicant has estimated the number of physicians by specialty expected to
utilize the facility, developed criteria to be used by the facility in extending
surgical and anesthesia privileges to medical personnel, and documented the
availability of appropriate and qualified staff that will provide ancillary
support services, whether on- or off-site.

Yes; the applicant has extensively planned for all of the following and has
established criteria for extending privileges. The required ancillary support
services and staff are available; this is a facility that has a long operating
history.
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Page Fourteen
December 22, 2017

Thank you for your assistance. We hope this provides the information needed
to accept the application into the next review cycle. If more is needed please
email or telephone me so that we can respond in time to be deemed complete.

Respectfully,

W Wledtbrm

hn Wellborn
onsultant
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Clark Tower, 5100 Poplar Avenue, 30th Floor = Memphis, Tennessee 38137
Main: 901.685.5575 » Fax: 901.685.5583 « www.mhmcpa.com

Independent Auditor's Report

To the Board of Directors and Shareholders
Campbell Clinic Holdings, P.C.
Germantown, Tennessee

We have audited the accompanying consolidated financial statements of Campbell Clinic Holdings,
P.C. and Subsidiaries, which comprise the consolidated statements of assets, liabilities, and
shareholders' equity - income tax basis as of December 31, 2016 and 2015, and the related
consolidated statements of revenues and expenses - income tax basis, and changes in
shareholders’ equity - income tax basis, for the years then ended, and the related notes to the
consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with the accounting basis used for federal income tax reporting purposes
as described in note 2; this includes determining that the income tax basis of accounting is an
acceptable basis for preparation of the financial statements in the circumstances. Management is
also responsible for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

'-T\KRESTON Meimber of Kreston Internations! - a global network of independent accounting firms
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
consolidated assets, liabilities, and shareholders' equity of Campbell Clinic Holdings, P.C. and
Subsidiaries as of December 31, 2016 and 2015, and their consolidated revenues and expenses
and changes in shareholders' equity for the years then ended, in accordance with the accounting
basis used for federal income tax reporting purposes as described in note 2.

Basis of Accounting

We draw attention to note 2 to the consolidated financial statements, which describes the basis of
accounting. The consolidated financial statements are prepared on the accounting basis used for
federal income tax reporting purposes, which is a basis of accounting other than accounting
principles generally accepted in the United States of America. Our opinion is not modified with
respect to this matter.

Report on Supplemental Information

Our audits were conducted for the purpose of forming an opinion on the consolidated income tax
basis financial statements as a whole. The accompanying supplemental schedules are presented
for purposes of additional analysis and are not a required part of the consolidated income tax basis
financial statements. The separate company financial statements on pages 24 to 28 are presented
for purposes of additional analysis of the consolidated income tax basis financial statements rather
than to present the financial position and results of operations of the individual companies. The
supplemental schedules are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the consolidated income tax
basis financial statements. That information has been subjected to the auditing procedures applied
in the audits of the consolidated financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the consolidated financial statements or to the consolidated financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the supplemental information is fairly
stated in all material respects in relation to the consolidated income tax basis financial statements

,7@%%,,@« Y%}&am 7e.

Memphis, Tennessee
May 11, 2017
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Consolidated Statements of Assets, Liabilities, and Shareholders’ Equity - Income Tax Basis
December 31, 2016 and 2015

Assets
2016 2015
Current assets
Cash and cash equivalents $ 5,123,858 $ 6,061,090
Prepaid expenses 179,116 229,738
Current maturities of notes receivable from physicians 65,166 23,700
Total current assets 5,368,140 6,314,528
Property and equipment, less accumulated depreciation
and amortization 16,020,129 17,157,523
Other assets
Notes receivable from physicians, net 90,000 110,166
Investments in partnership and limited liability companies 367,047 342,581
Investment in land and improvements 771.551 771,551
Total other assets 1,228,598 1,224,298

$_22,616,867 $_24,696,349

Liabilities and Shareholders’ Equity

Current liabilities

Lines of credit $ 1,363,948 $ 2,280,900
Current maturities of long-term debt 1,700,337 1,565,589
Accrued retirement plan contributions 4,200,000 4,169,000
Due to affiliate 2,063 -
Payroll withholdings 13.882 13,322
Total current liabilities 7,280,230 8,028,820
Long-term debt, less current maturities 11,861,230 13,522,975

Commitments and contingencies

Shareholders' equity
Common stock, no par value; 10,000 shares
authorized, 3,550 and 3,359 shares issued and

outstanding in 2016 and 2015, respectively 1,365,312 1,259,572
Retained earnings 2,110,095 1.884,982
Total shareholders' equity 3.475.407 3,144 554

$_22,616,867 $_24,696,349

The accompanying notes are an integral part
of these consolidated financial statements.

ol
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Consolidated Statements of Revenues and Expenses - Income Tax Basis
For the Years Ended December 31, 2016 and 2015

2016 2015
Revenues
Patient service revenue $ 89,674,586 $ 80,324,720
Other operating revenue 8,785,907 _ 7,317,284
Total revenues 98,460,493 87,642,004
Operating expenses 97,839,775 87,561,720
Operating income 620,718 80,284
Other income (expense)
Income from investments in partnership and
limited liability companies 175,859 183,771
Interest expense (566,019) (592,226)
Other (5,445) 390
Total other income (expense) (395,605) (408,065)
Net income (loss) $ 225113 $__ (327,781)

The accompanying notes are an integral part
of these consolidated financial statements.

-5-
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Consolidated Statements of Changes in Shareholders' Equity - Income Tax Basis
For the Years Ended December 31, 2016 and 2015

Balances, January 1, 2015
Common stock issued

Net loss for 2015

Balances, December 31, 2015
Common stock issued

Net income for 2016

Balances, December 31, 2016

Common Stock Retained
Shares Amount Earnings Total

3197 § 1,172,717 $ 2,212,763 $ 3,385,480

162 86,855 - 86,855
- - (327.781) (327.781)

3,359 1,259,572 1,884,982 3,144,554

191 105,740 - 105,740

- - 225,113 225113

3550 $ 1365312 $_ 2,110,095 §$_ 3,475407

The accompanying notes are an integral part
of these consolidated financial statements.

-6-
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2016 and 2015

Note 1 - Organization and nature of operation

Campbell Clinic Holdings, P.C. (Holdings) is a Tennessee corporation formed on December 19,
2012. Upon formation, 100% of the common stock of Campbell Clinic, P.C. was transferred to
Holdings.

Campbell Clinic, P.C. is a Tennessee professional service corporation which operates as a health-
care practice and research entity through several offices located throughout the Memphis area.
The practice of Campbell Clinic, P.C. and its subsidiaries (collectively, the “Clinic") centers around
providing medical care, diagnosis and treatment of diseases of the human body in the specialties
of orthopaedic medicine, orthopaedic surgery, and musculoskeletal medicine. The Clinic also has
physician programs supporting medical education, medical research, and the publication of
medical literature for the field of orthopaedic medicine and orthopaedic surgery. The Clinic
primarily serves patients in Memphis and the Mid-South area.

Note 2 - Summary of significant accounting policies
Principles of consolidation

The accompanying consolidated financial statements include the accounts of Campbell Clinic
Holdings, P.C., and Campbell Clinic, P.C. and its wholly-owned subsidiaries, Campbell Clinic
Surgery Center, LLC (the "Surgery Center"), a Tennessee limited liability company, and Wolf River
Medical Center, Ltd. (WRMC), a Tennessee limited partnership {collectively, the "Company"). The
Surgery Center operates an outpatient surgery center in Germantown, Tennessee and
commenced operations in May 2002. WRMC owns medical buildings and land in Germantown
and Memphis, Tennessee. All significant intercompany balances and transactions have been
eliminated in the consolidation.

Basis of accounting

The Company's policy is to prepare its consolidated financial statements on the accounting basis
used for federal income tax reporting purposes, which is generally the modified cash basis. Under
this basis of accounting, the Company capitalizes long-lived assets and records depreciation and
amortization thereon, defers insurance premiums paid for future periods, records liabilities for
retirement plan contributions, and records lines of credit and long-term debt. This basis of
accounting is allowed by applicable federal income tax laws and regulations and differs from
accounting principles generally accepted in the United States of America primarily in that revenues
are recognized when collected rather than when earned, and expenditures are generally
recognized when paid rather than when incurred. Consequently, accounts receivable due from
patients, accounts payable, certain accrued expenses, capital leases, fair value considerations,
and consolidation of variable interest entities are not included in the accompanying consolidated
income tax basis financial statements.

Cash and cash equivalents

The Company considers all highly liquid debt instruments purchased with an original maturity of
three months or less to be cash equivalents. Cash and cash equivalents consist primarily of cash
on deposit with banks and money market funds.

-7-
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Notes to Consolidated Financial Statements (Continued)
December 31, 2016 and 2015

Note 2 - Summary of significant accounting policies (continued)
Property and equipment

Property and equipment are recorded at cost less accumulated depreciation and amortization.
Depreciation and amortization are calculated using statutory rates and asset lives prescribed by
the Internal Revenue Code. Expenditures for major additions and betterments which extend the
useful lives of assets are capitalized, while repairs and maintenance which do not extend the lives
of the applicable assets are charged to expense as incurred. Upon the sale, disposal, or
abandonment of an asset, the asset and related accumulated depreciation or amortization account
is adjusted accordingly. Any resulting gain or loss is included in current operations. Depreciation
and amortization expense totaled $1,804,245 in 2016 and $1,384,116 in 2015.

Investments in partnership and limited liability companies

The Company has investments in a limited partnership and limited liability companies. These
investments are accounted for using the equity method of accounting used for federal income tax
reporting purposes. The Company recognizes its allocated share of taxable income or losses from
the limited partnership and limited liability companies in the applicable year, and the investments
are carried at cost, adjusted for the Company's share of taxable income, losses, and distributions
received.

Investment in land and improvements

The investment in land and improvements consists of five acres of undeveloped land held for
investment, and is stated at cost.

Marketing and advertising

Marketing and advertising costs are expensed when paid. Marketing and advertising costs
approximated $941,000 in 2016 and $1,228,000 in 2015.

Income taxes

The Company has elected S corporation status as allowed under the Internal Revenue Code. As
a result of this election, the Company's income, gains, losses, and deductions are passed through
to the shareholders individually. Accordingly, the Company will have no federal income tax liability
(with limited exceptions) as long as the S corporation election is in effect. The Company continues
to be subject to state income taxes for the state of Tennessee and certain other states which do
not recognize the S corporation election. There is no provision for state income taxes for the years
ended December 31, 2016 and 2015 due to net operating loss carryforwards. The Company has
available state net operating loss carryforwards approximating $213,000 as of December 31, 2016
which are available to offset future current state income tax. These expire in various years
through 2029.

The Company's federal and state income tax returns are subject to examination by tax authorities.
Because the application of tax laws and regulations to many types of transactions is susceptible to
varying interpretations, amounts reported in the accompanying consolidated financial statements

-8-



Supplemental #A1

December 27, 2017
4:13 PM

CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Notes to Consolidated Financial Statements (Continued)
December 31, 2016 and 2015

Note 2 - Summary of significant accounting policies (continued)
Income taxes (continued)

could be changed at a later date upon final determination by such tax authorities. The Company is
generally no longer subject to federal and state income tax examinations by tax authorities for
years prior to the year ended December 31, 2013.

Events occurring after reporting date

Management has evaluated events and transactions that have occurred between December 31,
2016 and May 11, 2017, which is the date that the financial statements were available to be
issued, for possible recognition or disclosure in the financial statements.

Use of estimates

Management uses estimates and assumptions in preparing financial statements in accordance
with the accounting basis used for federal income tax reporting purposes, which is generally the
modified cash basis, as allowed by applicable federal income tax laws and regulations. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities, and the reported revenues and expenses. Accordingly, actual
results could differ from those estimates.

Reclassifications

Certain reclassifications have been made to the 2015 consolidated financial statements in order to
conform to the 2016 presentation.

Note 3 - Notes receivable from physicians

Notes receivable from physicians consists primarily of loans provided to new shareholders,
generally for those entering fellowship programs. The notes bear no interest if the physician works
to a specified date. Amounts due from physicians are as follows:

2016 2015

David D. Spence, MD $ 30,000 $ 30,000
Ben Mauck, MD 30,000 30,000
Benjamin Grear, MD 30,000 30,000
Clayton Bettin, MD 30,000 15,000
Marcus C. Ford, MD 15,000 -
Tyler J. Brolin, MD 15,000 -
Jeffrey R. Sawyer, MD 5,166 17,166
Byron Stephens, MD - 11,700
155,166 133,866

Less current maturities 65,166 23,700
Net long-term notes receivable $ 90,000 $ 110,166

-9-
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Notes to Consolidated Financial Statements (Continued)
December 31, 2016 and 2015

Note 3 - Notes receivable from physicians (continued)

As of December 31, 2016, notes receivable from physicians that are anticipated to be forgiven and

repaid in accordance with loan agreements are as follows:

Forgiven Repaid Total

2017 $ 60,000 $ 5,166 § 65,166
2018 30,000 - 30,000
2019 - - -
2020 - - -
2021 30,000 - 30,000
Thereafter 30,000 - 30,000
$ 150,000 $ 5,166 $ 155,166

Note 4 - Property and equipment

Property and equipment as of December 31, 2016 and 2015 consists of the following:

2016 2015
Buildings $ 13,931,181 $ 13,931,181
Furniture, fixtures and equipment 14,085,502 13,438,225
Land and improvements 4,436,426 4,436,426
Leasehold improvements 3,593,141 3,593,141
36,046,250 35,398,973
Less accumulated depreciation and amortization 20,026,121 18,241,450

Net property and equipment

$_16,020,129 $_17,157,523

Note 5 - Investments in partnership and timited liability companies

Investments in a partnership and limited liability companies as of December 31, 2016 and 2015

consist of the following:

2016 2015
% Income Carrying % Income Carrying
Ownership (Loss) Amount Ownership_ (Loss) Amount
-Methodist Surgery Center
Germantown, LP 1.00% $ 17,746 $ 26,315 100% $§ 25365 $ 30,217
Mid-South Pediatric
Specialists, LLC - % (3,074) - 20.89 % - 3,074
CC DeSoto Clinic, LLC 37.50 % 161,187 340,732 37.50 % 158,406 309,290
$__ 175,859 §$_ 367,047 $_ 183,771 $_ 342,581

-10-
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Notes to Consolidated Financial Statements (Continued)
December 31, 2016 and 2015

Note 6 - Lines of credit

The Clinic has a revolving line of credit with a borrowing limit of $3,000,000. The agreement was
amended to temporarily increase the limit to $5,000,000 for the period of October 1, 2015 through
April 1, 2016, at which time the borrowing limit was reduced back to $3,000,000. The credit
agreement provides for monthly interest payments at an interest rate equal to adjusted three
month LIBOR, as defined in the credit agreement, plus one hundred ninety (190) basis points
(2.90% at December 31, 2016). The outstanding principal is due at maturity, which is August
2017. The credit agreement is collateralized by all accounts (including healthcare insurance
receivables) and certain equipment. Borrowings outstanding under this line of credit totaled
$1,363,948 and $2,280,909 as of December 31, 2016 and 2015, respectively.

The Surgery Center has a revolving line of credit with a borrowing limit of $500,000. The credit
agreement provides for monthly interest payments at an interest rate equal to adjusted LIBOR, as
defined in the credit agreement, plus one hundred ninety (190) basis points (2.79% at December
31, 2016). The outstanding principal is due at maturity, which is August 2017. The credit agree-
ment is collateralized by all accounts (including healthcare insurance receivables) and certain
equipment. There were no borrowings outstanding under this line of credit as of December 31,
2016 and 2015.

Note 7 - Long-term debt
Long-term debt as of December 31, 2016 and 2015 consists of the following:

2016 2015

Note payable to a bank, bearing interest at a fixed rate
of 3.35%, payable in monthly installments of
principal and interest of $32,497 through August
2019, collateralized by building and land $ 5,097,462 $ 5,309,868

Note payable to a bank, bearing interest at a fixed rate
of 4.4%, payable in monthly installments of principal
and interest of $24,787 through October 2028,
collateralized by building and land 2,730,888 2,901,881

Note payable to a bank, bearing interest at a fixed rate
of 5.18%, payable in monthly installments of
principal and interest of $25,415 through July 2020,
with a final payment of outstanding principal
approximating $2,370,000 and interest due upon
maturity in August 2020, collateralized by building
and land 2,351,371 2,607,556

Note payable to a bank, bearing interest at a fixed rate
of 2.36%, payable in monthly principal installments
of $24,370 plus applicable interest through March
2020, collateralized by certain equipment 950,431 1,242,872

-11-



Supplemental #A1

December 27, 2017
4:13 PM

CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES

Notes to Consolidated Financial Statements (Continued)
December 31, 2016 and 2015

Note 7 - Long-term debt (continued)

2016 2015

Note payable to a bank, bearing interest at a fixed rate
of 2.4%, payable in monthly installments of principal
and interest of $26,555, matures August 2019,
collateralized by substantially all assets of the Clinic $ 822,064 $ 1,116,731

Note payable to a bank, bearing interest at a fixed rate
of 2.55%, payable in monthly installments of
principal and interest of $4,006, matures August
2018, collateralized by land 707,904 740,292

Note payable to a bank, bearing interest at a fixed rate
of 2.47%, payable in monthly installments of principal
and interest of $28,771 through August 2018,
collateralized by certain equipment 563,541 890,142

Note payable to a bank, bearing interest at a fixed rate
of 3.0%, payable in monthly installments of principal
and interest of $8,580 through October 2018,
collateralized by certain equipment 183,477 279,222

Note payable to a bank, bearing interest at 2.754%,
payable in monthly installments of principal and
interest of $7,911 through August 2018, collateralized

by certain equipment 154,429 -
13,561,567 15,088,564

Less current maturities 1,700,337 1,565,589
Net]ong-ﬁgnn debt $ 11,861,230 $ 13,622,975

These notes include certain restrictive covenants which require, among other things, the
maintenance of certain financial ratios.

Principal maturities of long-term debt as of December 31, 2016 are as follows:

Year Ending Amount
2017 $ 1,700,337
2018 2,231,100
2019 5,526,337
2020 458,163
2021 404,297

Thereafter 3,241,333

$_13.561,567
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Notes to Consolidated Financial Statements (Continued)
December 31, 2016 and 2015

Note 8 - Shareholder equity transactions

The Company has employment agreements with each of its employed shareholders. The
agreements provide, among other things, that each physician will purchase 100 shares of common
stock within ten years of employment.

The Shareholders Agreement as of December 19, 2012 established a base stock price of $491.87
which increases 3% annually. The per share price for the calendar year was $553.61 for 2016 and
$537.48 for 2015.

During 2016, the Company sold 191 shares of common stock for $105,740. No shares were
redeemed in 2016.

During 2015, the Company sold 162 shares of common stock for $86,855. No shares were
redeemed in 2015.

Note 9 - Lease commitments

The Company leases its office, facilities, and certain equipment under the terms of operating
leases payable in aggregate monthly installments approximating $161,000. The leases expire at
various dates through 2027. Rent expense under these operating leases totaled $2,240,691 in
2016 and $2,061,337 in 2015.

Future minimum lease payments under noncancellable operating leases with an initial or
remaining lease term in excess of one year as of December 31, 2016 approximate $2,085,000 in
2017, $2,118,000 in 2018, $1,550,000 in 2019, $1,019,000 in 2020, $998,000 in 2021, and
$4,107,000 thereafter.

Memphis Redbirds club suite

The Company had a lease agreement for a private spectator club suite at the Memphis Redbirds
baseball park that ended in September 2015. The Company paid fees of $19,000 in 2015.

FedEx Forum Arena club suite

Prior to July 2016, the Company had a co-license agreement for a private spectator club suite at
the FedEx Forum Arena. The agreement required an annual license fee approximating $101,000
which increased 3% each subsequent year. The Company had an agreement with Metropolitan
Anesthesia Alliance (MAA), whereby MAA equally shared the benefits and costs of the club suite.
MAA paid Memphis Basketball directly fifty-percent (50%) of the Company's club suite obligation.
No license fees were paid by the Company in 2016. License fees paid by the Company were
$54,000 in 2015, In July 2016, this agreement was replaced by a new sponsorship agreement
which no longer included the suite (see note 13).
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Notes to Consolidated Financial Statements (Continued)
December 31, 2016 and 2015

Note 10 - Related party transactions
The Campbell Foundation

The Clinic provides office space, accounting and administrative services for The Campbell
Foundation (the "Foundation") as a non-cash contribution. The Foundation was created by former
Clinic doctors to provide financial assistance to physicians entering the field of orthopaedic
medicine. Management estimates that the Clinic contributed approximately $30,000 in accounting
and administrative services and $4,320 in rent in both 2016 and 2015.

The Clinic paid salaries and payroll taxes to Fellow Physicians in 2016 and 2015, which were
reimbursed by the Foundation in the amount of $368,297 and $363,973, respectively.

The Clinic paid malpractice insurance for Fellow Physicians in 2016 and 2015, which were
reimbursed by the Foundation in the amount of $33,112 and $27,367, respectively.

The Clinic paid certain employee benefits for Fellow Physicians and certain employees of the
Foundation in 2016 and 2015, which were reimbursed by the Foundation. These benefits related
to health benefits, insurance costs, retirement plan benefits, and cafeteria and business meals and
totaled $66,444 in 2016 and $98,249 in 2015.

CC DeSoto Clinic, LLC

The Clinic leases a medical office building from CC DeSoto Clinic, LLC, a Tennessee limited
liability company, in which the Clinic is a limited partner, under a lease agreement expiring
February 2027. Under the lease agreement, the Clinic has two renewal options for five (5) years
each. Under the lease agreement, the Clinic is responsible for insurance, maintenance and taxes
on the building. Lease payments are payable in equal monthly installments, due on the first of
each month. Base rent was amended in 2016 to an annual amount of $512,253 and is set to
increase by 2.15% each year. Rent paid totaled $626,283 in 2016 and $612,025 in 2015.

Notes receivable from physicians

Notes receivable from physicians consists of notes due from shareholders totaling $155,166 and
$133,866 as of December 31, 2016 and 2015, respectively (see note 3).

Note 11 - Patient receivables (unaudited)

Patient receivables not included in these consolidated income tax basis financial statements as of
December 31, 2016 and 2015, are as follows:

2016 2015
Campbell Clinic, P.C.
Gross charges - patient receivables $ 22,887,957 $ 20,111,550
Amount in external collections (6,187,054) (5,854,931)
Remaining gross patient receivables $_16,700,903 $_14,256,619
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Note 11 - Patient receivables (unaudited) (continued)

2016 2015
Campbell Clinic Surgery Center, LLC
Gross charges - patient receivables $ 2444345 $ 2,895,293
Amount in external collections (498,406) (668,601)
Remaining gross patient receivables $_ 1945939 $_ 2,226,692

Note 12 - Retirement plans
Defined contribution 401(k) plan

The Company sponsors a defined contribution 401(k) plan for the benefit of eligible employees
who have completed one year of service. Participants may contribute any amount of their eligible
earnings, not to exceed Internal Revenue Code (IRC) limitations. The Company makes safe
harbor matching contributions equal to one hundred percent (100%) of each participant's elective
deferrals up to six percent (6%) of the participant's eligible compensation. The Company also
makes a safe harbor contribution equal to three percent (3%) of each participant's eligible
compensation. The Company may make a discretionary profit sharing contribution to the plan, as
determined by the Board of Directors. The Company's contributions to the plan totaled $2,865,045
for 2016 and $2,796,094 for 2015.

Defined benefit plan

The Company sponsors a cash balance retirement plan available to all employees who have
completed one year of service and have attained age twenty-one (21). Each participant maintains
an account balance which consists of contributions based on annual pay and interest credits. The
Company's funding policy is to make annual contributions to the plan in the amounts that are
estimated to fully provide all employee benefits by the time each employee retires and to meet the
minimum funding requirements of ERISA. Each eligible participant is credited with six percent
(6%) of their eligible annual earnings. In addition, the plan credits each account with an annual
interest credit of five percent (6%) of the account balance as of the end of the previous calendar
year. The Company's contributions to the plan totaled $1,407,315 for 2016 and $1,419,915 for
2015. The Company expects to make required quarterly fundings of $286,076 in 2017.

The following table summarizes the projected benefit obligation, the fair value of plan assets, and
the funded status as of December 31, 2016 and 2015:

2016 2015
Fair value of plan assets $ 14,834,071 $ 12,661,861
Projected benefit obligation (18.056,230) _(16,378.199)
Funded status $_ (3.222,159) $_ (3,716,338)
Accumulated benefit obligation $_(18,056,230) $_(16,378,199)
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Note 12 - Retirement plans (continued)
Defined benefit plan (continued)

The change in the plan's assets at fair value for the years ended December 31, 2016 and 2015
are as follows:

2016 2015
Plan assets at beginning of year $ 12,661,861 $ 12,596,012
Actual return on assets 1,450,453 (475,345)
Employer contributions 1,419,915 973,844
Benefits paid (698,158) (432,650)
Plan assets at end of year $ 14834071 $_ 12,661,861

Net periodic benefit costs for the years ended December 31, 2016 and 2015 consist of the
following:

2016 2015
Service cost benefits earned during the year $ 1,362,141 $ 1,364,970
Interest cost projected benefit obligations 828,439 681,559
Expected return on assets (685,745) (603,745)
Amortization of loss 87,694 39,541
Net periodic benefit costs $_ 1502529 $ 1,482,325

The weighted-average assumptions used in the measurement of the Company's benefit obligation
and net periodic benefit cost as of December 31, 2016 and 2015 are as follows:

2016 2015
Discount rate 500 % 500 %
Expected return on plan assets 500 % 500 %
Rate of compensation increase 400 % 400 %

The overall expected return on plan assets was determined based upon consideration of the types
of investment classes in which assets are invested, the compounded return reasonably expected
to be earned, forward looking economic assumptions, and investment related expenses.

(Accrued)/prepaid pension benefit costs as of December 31, 2016 and 2015 are as follows:

2016 2015
Balance as of January 1 $ (431,448) $ 77,033
Net periodic benefit costs (1,592,529) (1,482,325)
Employer contributions 1,419,915 973.844
Balance as of December 31 $ _ (604,062) $_ (431,448)
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Note 12 - Retirement plans (continued)

Defined benefit plan (continued)

Changes in certain assumptions regarding plan withdrawal rates along with actual returns on plan
assets below the expected return assumptions have resulted in a cumulative adjustment with
respect to an accrued pension liability (funded status) of $3,222,159 and $3,716,338 as of
December 31, 2016 and 2015, respectively. As a result of the federal income tax basis of
accounting used by the Company for financial reporting purposes, this cumulative adjustment for
the accrued pension liability and certain related amounts have not been reflected in the
accompanying consolidated financial statements as of December 31, 2016 and 2015.

Benefits paid from the plan for the years ended December 31, 2016 and 2015 were $698,158 and
$432,650, respectively. As of December 31, 2016, future benefits expected to be paid from the
plan are as follows:

Year Amount
2017 $ 3,592,288
2018 799,228
2019 491,187
2020 1,083,739
2021 200,836
2022 to 2026 3,671,051

The Company's investment strategy is based upon an expectation that equity securities will
outperform debt securities over the long term. Accordingly, the composition of the plan's assets is
broadly characterized as an 80%/20% allocation between equity and debt securities. The strategy
utilizes indexed U.S. equity securities and actively managed investment grade debt securities with
lesser allocations to international equity securities.

The Company attempts to mitigate investment risk by rebalancing between equity and debt
classes as the Company's contributions and monthly benefit payments are made. Although
changes in interest rates may affect the fair value of a portion of the investment portfolio and
cause unrealized gains or losses, such gains or losses would not be realized unless the
investments are sold.

No plan assets are expected to be returned to the Company during 2017.

The Company's investments for its defined benefit plan are measured at fair value which is defined
as the exchange price that would be received for an asset or paid to transfer a liability (an exit
price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date. The fair value hierarchy
requires an entity to maximize the use of observable inputs and minimize the use of unobservable
inputs when measuring fair value, and describes three levels of inputs that may be used to
measure fair value.
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Note 12 - Retirement plans (continued)
Defined benefit plan (continued)

Level 1: Quoted prices for identical assets or liabilities in active markets that the entity
has the ability to access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices, such as quoted
prices for similar assets or liabilities, quoted prices in markets that are not active, and
other inputs that are observable or can be corroborated by observable market data.

Level 3: Significant unobservable inputs that reflect management's own assumptions
about the assumptions that market participants would use in pricing an asset or liability.

Following is a description of the valuation methodology used to estimate the fair value of the
Company's plan asset investments as of December 31, 2016 and 2015. There have been no
changes in the methodology used as of December 31, 2016 and 2015.

Mutual funds: Valued at the daily closing price as reported by the funds. Mutual funds
held by the plan are open-end mutual funds that are registered with the Securities and
Exchange Commission. These funds are required to publish their daily net asset value
and to transact at that price. The mutual funds held by the plan are deemed to be
actively traded.

The preceding method described may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, although management believes
its valuation methods are appropriate and consistent with other market participants, the use of
different methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different fair value measurement at the reporting date.

The following tables set forth by level, within the fair value hierarchy, the assets of the plan at fair
value as of December 31, 2016 and 2015.

Fair Value Measurements as of December 31, 2016

Level 1 Level 2 Level 3 Total
Mutual funds
Equity $ 12,039,845 $ - % - $ 12,039,845
Fixed income 2,725,845 - - 2,725,845
Money market 68,381 - - 68,381

$_14,834,071

A
1
A
|

Total mutual funds $ 14,834,071
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Note 12 - Retirement plans (continued)

Defined benefit plan (continued)

Fair Value Measurements as of December 31, 2015

Level 1 Level 2 Level 3 Total
Mutual funds
Equity $ 9882506 $ - $ - $ 9,882,506
Fixed income 2,710,385 - - 2,710,385
Money market 68,970 - - 68,970
Total mutual funds $ 12,661,861 $ - $ - $ 12,661,861

Note 13 - Contractual agreements

The Clinic holds a Marketing and Sponsorship Contract with Memphis Redbirds Baseball
Foundation which is renewed and payable at the beginning of each baseball season. Fees totaled
$74,000 for the 2016 season and $55,000 for the 2015 season.

The Clinic holds three Marketing and Sponsorship Contracts with Tiger Sports Properties, LLC, on
behalf of the University of Memphis, covering five seasons, ending in June 2019. The Clinic paid
fees of approximately $149,000 in 2016 and $156,000 in 2015 related to these contracts. Future
payments over the next three years under these contracts range from approximately $190,000 to
$200,000 per year.

Prior to July 2016, the Clinic had a three-year Sponsorship Agreement with Memphis Basketball,
LLC. This agreement included certain team sponsorship rights, including status as the Official
Sports Medicine Provider to the Memphis Grizzlies, signage, season tickets, various advertising
benefits, and tickets to a club suite. The Clinic made sponsorship payments of $116,840 in both
2016 and 2015. In July 20186, the Clinic entered into a new services agreement for the same rights
and advertising benefits and access to a theater box. The agreement runs through June 2018.
No payments are due under this new agreement until 2017. Future required payments under this
agreement approximate $190,000 in 2017 and 200,000 in 2018.

The Clinic has an annual agreement with athenahealth, Inc. (Athena) for Athena to provide
software and related support services for a fee payable in monthly instaliments equal to
approximately 3.43% of patient revenue collections for 2016 and 2015. There is a minimum
monthly fee payable of $75,618. The agreement commenced in March 2008 with an initial term of
one year and will automatically renew in periods of one year. Fees paid to Athena totaled
$2,404,657 in 2016 and $2,193,225 in 2015.

The University of Tennessee had an annual agreement with the Clinic to provide research facilities
and services to the Clinic. The Clinic paid $5,400 per month for these services, not to exceed
$64,800 per year. As of June 30, 2015, an agreement was reached in which the Clinic was no
longer responsible for these payments. Expenses related to this agreement totaled $32,400 for
the year ended December 31, 2015.
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Note 14 - Litigation

The Company is engaged in legal proceedings that have arisen in the ordinary course of business.
In the opinion of management, these proceedings are not expected to have a materiaily adverse
effect upon the financial position and results of operations of the Company when ultimately
concluded.

Note 15 - Concentrations of risk

The Company has concentrated its credit risk for cash and cash equivalents by maintaining
deposits in financial institutions which at times exceed amounts covered by insurance provided by
the U.S. Federal Deposit Insurance Corporation. The Company has not experienced any losses in
such accounts, and management believes the Company is not exposed to significant credit risk
with respect to cash and cash equivalents.

Patient revenue derived from billings to two commercial insurance payers and one governmental
payer approximated 48% and 51% of the Company's departmental revenue for 2016 and 2015,
respectively.

Patient revenue recognized during the years from major payers is as follows:

2016 2015
Blue Cross Blue Shield of Tennessee $ 22,109,378 $ 20,108,955
Cigna 11,863,154 12,306,984
Medicare 8,638,370 8,668,532
Self-pay 14,813,334 11,189,698
Other 32,250,350 28,050,551
Total $ 89674586 $_ 80,324,720
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Consolidated Detail Schedule of Revenues and Expenses - Income Tax Basis
For the Years Ended December 31, 2016 and 2015

Patient service revenues
Physician services
Surgery center
Physical therapy
Radiology
Magnetic resonance imaging
Cast and durable medical equipment
Total patient service revenues

Other operating revenues

Contractual services provided to University of Tennessee,
Baptist Memorial Hospital, Methodist University Hospital,
Regional Medical Center, and the Veterans Administration
Hospital

Royalties

Medical report fees

Miscellaneous
Total other operating revenues

Total patient service and other operating revenues

Operating expenses
Bank fees
Books and subscriptions
Business transportation
Cafeteria
Depreciation and amortization
Donations
Dues and licenses
Employee benefits
Employee relations
Insurance
Laundry and uniforms
Legal and accounting
Marketing and advertising
Meals and entertainment
Retirement plan contributions
Retirement plan administration
Postage
Purchased services
Recruitment
Registration fees - CME

21-

2016 2015
$ 42,287,112 $ 39,153,286
21,660,582 16,087,669
8,255,199 7,959,873
6,649,403 7,204,357
6,483,087 5,951,684
4,339,203 3.967.851
89,674,586 80,324,720
6,369,851 5,631,295
176,226 252,291
9,405 5,651
2,230,425 1,428,147
8,785,907 7,317,284
98,460,493 87,642,004
420,785 353,570
22,281 29,526
6,996 8,219
158,684 153,830
1,804,245 1,384,116
67,850 45,088
397,072 401,874
307,000 386,404
199,090 88,070
2,780,791 3,236,638
644,736 578,345
518,968 435,265
941,142 1,228,236
26,089 24,764
4,201,224 4,398,689
196,004 128,625
127,595 110,619
5,295,113 5,006,919
114,598 81,932
165,657 160,535
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Operating expenses (continued)
Rent - building
Rent - equipment
Repair and maintenance - building
Repair and maintenance - equipment
Salaries - general and administrative
Salaries - physician
Supplies - film
Supplies - medical
Supplies - other
Taxes and licenses
Taxes - payroll
Telephone
Travel
Utilities
Total operating expenses

Operating income

Other income (expense)

Income from investments in partnership and
limited liability companies

Interest expense

Other
Total other income (expense)

Net income (loss)

-22.

2016 2015
$ 2,207,221 $ 2,046,461
33,470 14,876
942,797 804,530
845,816 1,150,396
17,330,592 15,773,416
42,143,077 35,868,468
10,640 15,454
10,365,633 8,470,290
307,576 318,330
1,437,498 1,337,553
2,403,378 2,179,069
176,462 180,472
487,724 449,978
751,971 711,163
97,839,775 87,561,720
620,718 80,284
175,859 183,771
(566,019) (592,226)
(5,445) 390
(395,605) (408,065)

$ 225113 $__ (327,781)
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Consolidated Condensed Five Year Schedule of Revenues and Expenses - Income Tax Basis
For the Years Ended December 31, 2016, 2015, 2014, 2013, and 2012

Years Ended December 31,

2016 2015 2014 2013 2012
Patient service revenues
Physician services $ 42,287,112 §$ 39,153,286 §$ 37,240,775 $ 34,093,960 $ 34,633,121
Surgery center 21,660,582 16,087,669 13,811,950 11,277,740 11,679,383
Physical therapy 8,255,199 7,959,873 7,233,487 6,505,948 5,941,305
Radiology 6,649,403 7,204,357 6,893,636 6,067,153 5,917,679
Magnetic resonance imaging 6,483,087 5,951,684 6,022,014 5,438,629 5,824,695
Cast and durable medical equipment 4,339,203 3,967,851 4,375,051 4,074,377 3,856,559

89,674,586 80,324,720 75,676,913 67,457,807 67,752,742
Other operating revenue 8,785,907 7,317,284 6,857,677 7,173,404 6,244 358

Total patient service and other operating revenues 98,460,493 87,642,004 82,434,590 74,631,211 73,997,100

Operating expenses 97,839,775 87,561,720 82,553,418 74,759,307 74,035,332
Operating income (loss) 620,718 80,284 (118,828) (128,096) (38,232)
Other expense (395,605) (408,065) (338,186) (228.414) (42,655)
Income (loss) before income taxes 225,113 (327,781) (457,014) (356,510) (80,887)
Federal and state income taxes recovered - - - - (185,455)
Net income (loss) $ 225113 $_ (327,781) $__ (457,014) $__ (356,510) $__ 104,568
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Schedule of Assets, Liabilities, and Shareholder's Equity - Income Tax Basis

December 31, 2016 and 2015

Assets
2016 2015
Current assets
Cash and cash equivalents 5,091,579 $ 6,055,977
Prepaid expenses 179,116 229,738
Current maturities of notes receivable from physicians 65,166 23,700
Total current assets 5,335,861 6,309,415
Property and equipment
Furniture, fixtures and equipment 9,777,494 9,233,809
Building - Surgery Center 3,713,382 3,713,382
Leasehold improvements 3,593,141 3,593,141
Land and improvements - Surgery Center 709,266 709,266
17,793,283 17,249,598
Less accumulated depreciation and amortization 11,932,374 10,632,989
Net property and equipment 5,860,909 6,616,609
Other assets
Notes receivable from physicians, net 90,000 110,166
Investments in partnership and limited liability companies 367,047 342,581
Investment in land and improvements 771,551 771,551
Investment in Campbell Clinic Surgery Center, LLC 123,490 199,737
Investment in Wolf River Medical Center, Ltd. 7.151.588 7,165,188
Total other assets 8,503,676 8,589,223
$_19,700,446 $_21,515,247
Liabilities and Shareholder's Equity
Current liabilities
Line of credit 1,363,948 $ 2,280,909
Current maturities of long-term debt 1,420,292 1,296,249
Accrued retirement plan contributions 4,200,000 4,169,000
Payroll withholdings 11,826 13,323
Due to affiliate 2,063 -
Total current liabilities 6,998,129 7,759,481
Long-term debt, less current maturities 9,226,910 10,611,213
Shareholder's equity
Common stock 1,365,312 1,259,572
Retained earnings 2,110,095 1,884,981
Total shareholder's equity 3,475 407 3,144,553
$_19,700,446 $_21,515247
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Campbell Clinic, P.C.

Schedule of Revenues and Expenses - Income Tax Basis
For the Years Ended December 31, 2016 and 2015

Patient service revenues
Physician services
Physical therapy
Radiology
Magnetic resonance imaging
Cast and durable medical equipment
Total patient service revenues

Other operating revenues

Contractual services provided to University of Tennessee,
Baptist Memorial Hospital, Methodist University Hospital,
Regional Medical Center, and the Veterans Administration
Hospital

Miscellaneous

Royalties

Medical report fees
Total other operating revenues

Total patient service and other operating revenues

Operating expenses
Bank fees
Books and subscriptions
Business transportation
Cafeteria
Depreciation and amortization
Donations
Dues and licenses
Employee relations
Insurance
Laundry and uniforms
Legal and accounting
Marketing and advertising
Meals and entertainment
Retirement plan contributions
Retirement plan administration
Postage
Purchased services
Recruitment
Registration fees - CME
Rent - building
Rent - equipment

-25-

2016 2015
$ 42,287,112 $ 39,153,286
8,255,199 7,959,873
6,649,403 7,204,357
6,483,087 5,951,684
4339203 _ 3.967.851
68,014,004 64,237,051
6,369,851 5,631,295
2,390,264 1,666,246
176,226 252,291
9.405 5,551
8,945,746 7,555,383
76,959,750 71,792,434
272,431 253,785
22,281 29,526
6,996 8,219
97,776 95,179
1,299,385 1,007,173
67,850 45,088
390,690 397,824
199,090 88,070
2,732,966 3,199,934
344,939 321,871
323,094 272,996
939,651 1,227,217
26,089 24,764
3,935,285 4,167,689
196,004 128,625
44,235 35,711
5,141,100 4,948,301
114,508 81,932
165,657 160,535
1,982,531 1,873,888
1,735 1,008
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES
Campbell Clinic, P.C.
Schedule of Revenues and Expenses - Income Tax Basis (Continued)
For the Years Ended December 31, 2016 and 2015

-26-

2016 2015
Operating expenses (continued)
Repair and maintenance - building $ 112,508 $ 135,592
Repair and maintenance - equipment 845,816 1,150,396
Salaries - general and administrative 16,484,518 15,072,780
Salaries - physician 39,137,107 33,315,179
Supplies - film 1,996 4,111
Supplies - medical 3,002,710 3,137,056
Supplies - other 171,771 156,878
Taxes and licenses 851,646 847,453
Taxes - payroll 2,124,490 1,942,784
Telephone 176,462 180,472
Travel 466,527 435,357
Utilities 215,281 235,496
Total operating expenses 81,895,215 74,982,889
Operating loss (4,935,465) (3,190,455)
Other income (expense)
Income from investment in subsidiaries 5,416,653 3,126,805
Income from investments in partnership and
limited liability companies 175,859 183,771
Investment income 415 632
Interest expense (432,349) (448,535)
Total other income (expense) 5,160,578 2,862,673
Net income (loss) $ 225113 $__ (327.782)
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES
Campbell Clinic Surgery Center, LLC
Schedule of Assets, Liabilities, and Member's Equity - Income Tax Basis
December 31, 2016 and 2015

Assets
2016 2015
Current assets
Cash and cash equivalents $ 32,279 $ 5,113
Property and equipment
Furniture, fixtures and equipment 4,308,008 4,204,416
Less accumulated depreciation 4,031,264 3,730,571
Net property and equipment 276,744 473,845

$ 309,023 $ 478,958

Liabilities and Member's Equity

Current liabilities

Current maturities of long-term debt $ 98,828 $ 95,910
Payroll withholdings 2,056 -
Total current liabilities 100,884 95,910
Long-term debt, less current maturities 84,649 183,311
Member's equity 123,490 199,737

$ 309,023 $ 478,958

-27-
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CAMPBELL CLINIC HOLDINGS, P.C. AND SUBSIDIARIES
Campbell Clinic Surgery Center, LLC
Schedule of Revenues and Expenses - Income Tax Basis
For the Years Ended December 31, 2016 and 2015

2016 2015
Revenues
Patient service revenue $ 21,660,582 $ 16,087,669
Other operating revenues 227,710 149,450
Total revenues 21,888,292 16,237,119
Operating expenses
Bank fees 148,354 99,785
Cafeteria 60,908 58,651
Depreciation 320,266 192,349
Dues and licenses 6,382 4,050
Employee benefits 307,000 386,404
Insurance 47,825 36,704
Laundry and uniforms 299,797 256,474
Legal and accounting 195,874 162,269
Marketing and advertising 1,491 1,019
Retirement plan contributions 265,939 231,000
Postage 83,360 74,908
Purchased services 154,013 58,618
Rent - building 783,233 724,007
Rent - equipment 31,735 13,868
Repair and maintenance - building 830,289 668,938
Salaries - general and administrative 846,074 700,636
Salaries - physician 3,005,970 2,553,289
Supplies - film 8,644 11,343
Supplies - medical 7,362,923 5,333,234
Supplies - other 135,805 161,452
Taxes and licenses 585,852 490,100
Taxes - payroll 278,888 236,285
Travel 21,197 14,621
Utilities 536,690 475,667
Total operating expenses 16,318,509 12,945,671
Operating income 5,569,783 3,291,448
Other income (expense)
Interest expense (133,670) (143,691)

Loss on disposal of equipment (5,860) (242)

Total other income (expense) (139,530) {143,933)
Net income $_ 5430253 $ 3,147,515

-08-
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF DAVIDSON

NAME OF FaciLTy:  CRMPBILC CLINIC SURGERY CENTFI—

|, JOHN WELLBORN, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Ol pttd—
&éturemtle

Sworn to and subscribed before me, a Notary Public, this the a E day of MMQD _Lf

witness my hand at office in the County of Davidson, State of Tennessee

NE%ARY PUBLIC 7y
My commission expires ]{,ﬂ{f fi i M ‘:1“‘??“\
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s STATE
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December 27, 2017

Mark Farber, Deputy Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243

RE: CON Application #1712-038
Campbell Clinic Surgery Center

Dear Mr. Farber:

This letter responds to your second request for additional information on this
application, received today. Responses are provided in triplicate, with affidavit.

1. Hospital Name Replacement pages: Attached following this page are revised
page S6R of the submitted application, and revised Page Two of the first
supplemental response, correcting the name of the Shelby County public hospital
system to Regional One Health as it appears in Licensure records.

2. CCSC Current Unaudited Balance Sheet, Negative Current Liabilities: The
CCSC has a credit card arrangement with SunTrust Bank, under which the bank is
authorized to prepay certain recurring CCSC vendor bills directly up to a
preauthorized amount, with the bank then taking reimbursement for those
payments from CCSC’s bank account on a weekly basis.

The bank gives CCSC a rebate for using the credit card for these large purchases,
and that rate is a small percentage of the transactions. The negative current
liability for accounts payable credit cards occurs due to a timing issue between
payments being drafted from the bank account, and the accounting department
making entries. The negative liability zeroes out at the end of the year.

The analogy would be how a consumer may receive a small rebate for large
purchases on a personal card.

3. Applicant’s Capitalization Ratio: Attached after this page, following revised
Supplemental Page Two, are revised page 52R-2 from the application, and revised
page Ten from the December 22 first supplemental response letter. Both are
changed to show that the applicant’s capitalization ratio is 5.568%, indicating low
leverage.

4219 Hillsboro Road, Suite 203 Tel 615.665.2022
Nashville, TN 37215 jwdsg@comcast.net Fax 615.665.2042
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (i.e., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with which the
applicant currently has or plans to have contractual and/or working relationships, that may
directly or indirectly apply to the project, such as transfer agreements or contractual
agreements for health services.

The applicant has an emergency transfer agreement with Methodist LeBonheur
Germantown Hospital. The applicant's physicians participate in educational and training
programs of the University of Tennessee Medical School in Memphis; and they serve patients at
Regional One Health, Methodist LeBonheur Children's Hospital, Methodist University Hospital,
and Baptist Memorial Hospitals, as well as other Memphis hospitals.

2. Describe the effects of competition and/or duplication of the proposal on the health care
system, including the impact to consumers and existing providers in the service area.
Discuss any instances of competition or duplication arising from your proposal including a
description of the effect the proposal will have on the utilization rates of existing providers
in the service area of the project.

A. Positive Effects

This proposal will allow one of the area’s most significant facilities to implement added
surgical capacity that has already been approved--but in a way that will permit the Campbell
Clinic to expand its physician practice office space, through repurposing an existing building on
its campus, and to make better use of its entire campus.

The project will allow for redistribution of the CCSC’s caseloads among its two ASTC
facilities (Midtown and Germantown) to achieve optimal accessibility for patients and to
concentrate operations more efficiently than at present.

The project will also provide an updated physical facility for CCSC patients choosing to
have ambulatory surgery at its Germantown facility. The completely new facility in the new
MOB will have improved surgical rooms, more recovery stations to avoid bottlenecks in the ORs,
better support spaces, improved parking, and other advantages over the current surgery center
building.

The replacement facility will realize these benefits without having to interrupt or impede
performance of cases at the existing CCSC building, as would be necessary with an extended
phased renovation and new construction associated with the initial expansion project.

B. Negative Effects

The applicant knows of no negative effects. The proposed surgical room capacity has
been approved but unimplemented for several years. This is basically a plan to allocate the parent

56R
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Page Two--Revised on Second Supplemental Responses dtd 12-27-17
December 22, 2017

Campbell Clinic currently has 47 physicians. The Clinic maintains
physician offices across the Memphis metropolitan area, including
Germantown, Collierville, Cordova, Memphis, and Southaven, MS. In
addition, the physicians from Campbell Clinic maintain medical staff
privileges at multiple hospitals, including those located in Collierville, in
Germantown, in East Memphis, and at Regional One Health in
Memphis. As a result, the physicians are physically spread across the
metropolitan geographic area.

b. It appears the Campbell Clinic has increased physician ownership
from 42 physicians in 2010 to 47 physicians in 2017. Is there a plan to
add additional physicians? If so, how will the new site handle
additional surgeries from those physicians?

Campbell Clinic has developed a comprehensive strategic plan, and
annually updates it’s physician manpower projections, a key element of
this plan. The most recent projection provides for continued recruitment
over the next 5 + year timeframe. A portion of the new physician
manpower plan is related to replacement of existing clinic physicians who
are approaching normal retirement age. The clinic typically brings a new
physician on board one to two years prior to retirement of an outgoing
physician, depending on the applicant pool and availability. Other
elements of the manpower projections look at other (non-Campbell Clinic)
orthopedic surgeons in the Memphis metro area, and their respective ages
and potential for retirement. It is not unusual for a “new to the area”
orthopedic surgeon to join Campbell Clinic.

The majority of the recruitment of additional physicians is based on a
subspecialty-by-subspecialty analysis of the industry trends and volume
projections for orthopedic surgery procedures. These estimates, coupled
with the demographic and market share growth, guide the formulation of
the Campbell Clinic’s manpower projections, and subsequent recruitment
strategy. For example, over the next 5-year timeframe, the clinic has
plans to recruit between ten (10) and twelve (12) new physicians, which
include a complement covering six (6) different subspecialties. The
majority of these new physicians will likely be shareholder track positions,
and accordingly, the ownership number is expected to increase, in a
similar pattern to what occurred over the 2010 to 2017 time period. A
substantial increase is anticipated over and above the number of retiring
physicians.
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6.A. Discuss how projected utilization rates will be sufficient to support the financial
performance. Indicate when the project’s financial breakeven is expected and demonstrate
the availability of sufficient cash flow until financial viability is achieved.

This facility is already exceeding financial breakeven. When moved approximately 100
feet to its new MOB location on adjoining land, it will continue to exceed breakeven. As
demonstrated in the Projected Data Chart, there will be positive cash flow in Year One and
thereafter.

Provide copies of the balance sheet and income statement from the most recent reporting
period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For all projects, provide financial information for the corporation,

partnership, or principal parties that will be a source of funding for the project.

Copies must be inserted at the end of the application, in the correct alpha-numeric order and
labeled as Attachment C, Economic Feasibility. NOTE: Publicly held entities only need to
reference their SEC filings.

See Attachment Section B-Economic Feasibility-6A.

B. Net Operating Margin Ratio — Demonstrates how much revenue is left over after all the
variable or operating costs have been paid. The formula for this ratio is: (Earnings before
interest, Taxes, and Depreciation/Net Operating Revenue).

Utilizing information from the Historical and Projected Data Charts please report the net
operating margin ratio trends in the following table:

2™ Yr Previous
to Current Yr

1 Yr Previous
to Current Yr

Current Yr

Projected Yr 1

Projected Yr 2

Net Operating
Margin Ratio

0.24

0.25

0.26

0.26

0.27

C. Capitalization Ratio (Long-term debt to capitalization) — Measures the
proportion of debt financing in a business’s permanent (Long-term) financing mix.
This ratio best measures a business’s true capital structure because it is not affected
by short-term financing decisions. The formula for this ratio is: (Long-term

debt/(Long-term debt + Total Equity (Net assets)) x 100).

For the entity (applicant and/or parent company) that is funding the proposed
project please provide the capitalization ratio using the most recent year available
from the funding entity’s audited balance sheet, if applicable. The Capitalization
Ratios are not expected from outside the company lenders that provide funding.

Long-term debt $ 109,721
Equity $1.861,026

Long-term debt Plus Equity $1,970,747
Capitalization Ratio

$109,721/$1,970,747 X 100 = 5.568% (low)

52R
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Page Ten-- Revised on Second Supplemental Responses dtd 12-27-17
December 22, 2017

11. Section B. Economic Feasibility Item F. (3) Page 52
Please provide the requested Capitalization Ratio. The Capitalization
Ratio is requested from all applicants. In addition, please provide the
portion of the financial document the applicant used to calculate the
ratio.

The applicant’s capitalization ratio is very low.

Long-term debt $ 109,721
Equity $1.861,026
Long-term debt Plus Equity $1,970,747

Capitalization Ratio $109,721/ $1,970,747 X 100 = 5.568%

This data comes from the applicant’s balance sheet for Q1-Q3 2017,
attached preceding this page at the end of the list. The only long-term
liability is the Magna Bank note payable (last on the list of liabilities). The
current liabilities total a net of -$53,372.35.

12. Section B. Economic Feasibility Item H., Staffing, Page 54
Table B on page 54 is noted. However, please complete the column
labeled “Areawide/Statewide Average Salary” and submit a
replacement page.

Regrettably, the applicant was not able to find these categories of
employees in the Department of Labor and Workforce Development
website of salary surveys, for any year close to the current one.

13. Section B. Contribution to Orderly Development Item A. Page 56
The emergency transfer agreement with Methodist LeBonheur
Germantown Hospital is noted. What is the distance to Methodist
LeBonheur Germantown Hospital from the proposed site?

The distance is approximately 1.8 miles.
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Page Two
December 27, 2017

4, Campbell Clinic Holdings, P.C., Current and Capitalization Ratios: You have
asked if the holding company’s highly leveraged debt and low current ratio would
have an impact on the applicant’s ability to finance and operate the project. They
would not.

The holding company will be a guarantor of the bank loan. However, in the
financial industry, lenders consider these ratios in different ways for different
types of borrowers. The Clinic organization has a very high cash flow. It is not
uncommon for high cash flow companies to have low current ratios and to be
highly leveraged. But their ability to service debt is evaluated primarily on other
factors. For example, the Clinic pays out earnings to its physicians during the
year; but the bank regards that as cash available to service the Clinic debt before
paying shareholders anything. So the ratios of the holding company will not have
any adverse impact on the financial feasibility of this project.

5. Revised Organization Chart: Following this page is a replacement
organization chart adding Campbell Clinic Holdings, P.C.

6. Staff Salary Data: Please see the revised table following this page, which
provides additional data on salary ranges for the types of positions in this project.

7. Affidavits: Attached after this page, following the staffing table, are (a) the
executed affidavit for the first supplement responses filed Friday, December 22,
and (b) the affidavit for this second supplemental response letter.

Thank you for your assistance. We hope this provides the information needed
to accept the application into the next review cycle. If more is needed please
email or telephone me so that we can respond in time to be deemed complete.

Respectfully,

lebt br—

John Wellborn
Consultant



Supplemental #A2
December 27, 2017
4:13 PM

Campbell Clinic Holdings, P.C.

owns 100%

Campbell Clinic, P.C.

owns 100%

Campbell Clinic Surgery Center, L.L.C

owns 100%

Campbell Clinic Surgery Center Midtown

(Revised on Second Supplemental Responses, 12-27-17)
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AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF DAVIDSON

NAME OF FACILITY: CWM Ll < S:W* [ //Za/f/

Sl W.é ,&7;

I, JOHN WELLBORN, after first being duly sworn, state under oath that | am the

applicant named in this Certificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,

ignature/T itle

accurate, and complete.

Sworn to and subscribed before me, a Notary Public, this the _83_ day of WZO _[3‘

witness my hand at office in the County of Davidson, State of Tennessee.

My commission expires J M%, _5_ o ‘aﬁj 3 ‘:f“FE'\“

FO srate N !
HF-0043 /i ToF %Y
| { e |

. '. N &
Revised 7/02 [/ o®, PUBLIC o Z

'qbo Saggeee®”, '\3 ;
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